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HON. MITCHELL SHARP 


MINISTER OF FINANCE 


HOUSE OF COMMONS, TUESDAY, MARCH 29, 1966 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 

Hon. Mitchell Sharp (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and means. 

He said: 
[Translation ] 


Mr. Speaker, a year ago my predecessor in 
office, the honourable Member for Davenport 
(Mr. Gordon), reported to the house that 
there had been a great and encouraging 
improvement in the economic situation. I am 
happy to say that this trend continued in 
1965. The fiscal policies he initiated have 
resulted in further rapid economic growth. 


[English] 
Royal Commission on Taxation 


For all those concerned with fiscal affairs 
and economic policy generally, 1966 will be a 
busy and important year. We expect to re- 
ceive and publish within the next two months 
the report of the Royal Commission on 
Taxation which was appointed in 1962 to 
review the whole of our federal tax system. 

It is clearly desirable that following the 
publication of the report sufficient time be 
made available for people to study it and 
make known their views on it. I found on 
taking office that it would not be possible to 
take action on the report in the Budget this 
year. To avoid any uncertainty about it I 
made clear in January that this budget would 
not reflect the proposals of the Royal Com- 
mission and such is the case. 

When the Royal Commission was asked to 
make a comprehensive review of our tax 
system it was given a difficult task, to which 
the Commissioners and many experienced 
advisers have devoted much thought and 
work. We in turn will be faced with a 
difficult and controversial task when we come 
to reform our tax laws in the light of its 
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report. Naturally we will not be able to 
consider the Royal Commission’s recommen- 
dations in isolation. We shall have to take 
into account the issues we are discussing with 
the provinces concerning federal-provincial 
fiscal arrangements. Our reform of the tax 
system will be governed by two principles: 
equity and efficiency. Governments are going 
to need increasing revenues to meet the social 
and economic requirements of a nation deter- 
mined to abolish poverty—and I personally 
share this determination. I believe Canadians 
generally are willing to play their part in this 
endeavour, but they must be satisfied that 
what is asked of them is fair and that the 
fiscal system does not stand in the way of 
work and enterprise. 


Federal-Provincial Fiscal Arrangements 


This will be the crucial year for the 
Federal-Provincial Tax Structure Committee 
which, as the House knows, is conducting a 
broad review of the fiscal relationships be- 
tween the federal and provincial govern- 
ments. One of the important elements under- 
lying these discussions is the rapid increase in 
the expenditures of the provincial govern- 
ments and their municipalities. Many of the 
major social requirements of Canadians today 
fall within the sphere of provincial responsi- 
bility, and provincial expenditures naturally 
reflect this trend. I have in mind chiefly 
education, health, a variety of welfare re- 
quirements, and highways. The trends in 
federal expenditure on the one hand appear 
to be increasing roughly in line with the 
Gross National Product. The requirements of 
the provincial governments and _ their 
municipalities on the other hand appear to be 
growing at a higher rate. The Provincial 
Treasurer of Ontario said in his Budget 
Speech last month, “It is becoming increas- 
ingly clear that the combined total of provin- 
cial and municipal expenditures will continue 
to grow at a much more rapid rate than the 
corresponding federal commitments.” 


@ (8:10 p.m.) 


In our federal system there are three lines 
of approach to ensuring that the provinces 
will be able to provide an adequate level of 
public services. First, the provinces must 
have access to an appropriate share of the 
sources of available revenue. This is the tax 
sharing problem. I have reached the conclu- 
sion that it will be possible both to ensure 
that the provinces have access to sufficient 
revenues to finance their responsibilities and 
to ensure that the Federal Government will 
have sufficient scope to make effective use of 
fiscal policy for economic purposes. In the 
second place, there has to be a system of 
equalization payments made by Parliament to 
underwrite the ability of the less wealthy 
provinces to provide adequate services. The 
present equalization formula is not entirely 
satisfactory. We would like to develop a 
formula that would take into account a wider 
concept of fiscal capacity based on a compre- 
hensive range of provincial revenues. The 
third element comprises the conditional 
grants made by the Federal Government to 
specific provincial programmes. 


Here, and this is the central problem, we 
must find a balance between two important 
considerations: on the one hand the responsi- 
bility we feel here in parliament, and I feel 
here in parliament as one of its members, to 
give leadership on matters of national impor- 
tance, and on the other hand the need to 
respect provincial responsibilities and provin- 
cial judgments about matters within their 
jurisdiction. 

This will be no easy task but, given suffi- 
cient imagination and good will, I have no 
doubt whatever that we can find workable 
solutions. 


Tariffs 


In international economic affairs too this 
will be an important year. The Kennedy 
round of tariff negotiations sponsored by the 
members of the General Agreement on 
Tariffs and Trade must come to a head later 
this year if the negotiations are to be com- 
pleted on time. In mid 1967 the powers accord- 
ed to the U.S. Government by the Trade 
Expansion Act expire. It would be a tragic 
waste if the world trading community failed 
to make effective use of that imaginative 
legislation which was one of President 
Kennedy’s great achievements. of 

For our part, and I believe I speak not only 
on behalf of the government of Canada but 
on behalf of all of us in this house, we shall 
do our utmost to ensure the success of these 
negotiations. 


Tonight I shall be proposing very few 
changes in the Customs Tariff. They are set 
forth in the resolution. We have received a 

[Mr. Sharp.] 


great many suggestions and requests for tariff 
changes. : 

I am glad to see, as a former minister of 
trade and commerce and as one who believes 
in liberal trade, that the great majority are 
suggestions for decreases rather than in- 
creases. Many of these have considerable 
merit. 

But at a time when we are engaged in one 
of the largest international tariff negotiations 
in our history I think the House will appreci- 
ate the desirability of using whatever tariff 
reductions we contemplate to help us obtain 
better access to foreign markets for our own 
exports. ; 


International Monetary Cooperation 


We are also playing an active part in the 
international consideration of methods for 
improving the international monetary system. 
Supplies of traditional forms of reserves such 
as gold and the reserve currencies are not 
likely to be adequate in the future to meet 
the needs of a growing volume of world trade 
and payments. We would like to see machin- 
ery established which would enable some 
conscious action to be taken in the future to 
create international reserve assets much as a 
central bank influences the growth of the 
money supply within an individual country. 
We also want to see improvements in the 
process whereby countries adjust imbalances 
in their international position quickly and 
with the least damage to their trading part- 
Mers: 


In these discussions the Canadian Gov- 
ernment has urged that a new reserve asset 
should be created through the joint action of 
a group of countries which are able to con- 
tribute strong backing for such a new asset 
and which have had considerable experience 
of co-operation together in monetary matters. 
We believe the decisions concerning issues of 
the new asset should be made within the 
general framework of the International 
Monetary Fund, and that all members of the 
Fund should be entitled to hold and to use 
the new asset. It is too early to say what the 
outcome of these discussions will be. 


As many people in this house who follow 
these matters know, there are still differences 
of opinion among the countries involved as to 
the need for any new arrangements at this 
time and as to the form which such arrange- 
ments might take. However Canada is mak- 
ing every effort to achieve as wide an area of 
agreement as possible, consistent with the 
sound evolution of the international monetary 
system. 


Economic Situation and Outlook 


In 1965 the dollar value of the nation’s 
output of goods and services was about 9} per 


cent higher than in 1964. In terms of volume 
the increase in Gross National Product was 
about 63 per cent. 

This growth in the economy was broadly 
based and brought benefits to people in all 
walks of life and in all parts of the country. 
Capital investment by governments and by 
private business was up very sharply; con- 
sumers spent substantially more than in 1964. 
Employment rose rapidly by just over a 
quarter of a million workers. By the end of 
1965 not only had another 208,000 workers 
been added to our labour force, but by the 
end of the year the rate of unemployment 
had been reduced to 34 per cent. The expan- 
sion in the economy, which has now lasted 
five years, is the most sustained in Canada’s 
history and it shows no signs of slackening. 


In recent months indeed it has become 
evident that the rate of increase in expendi- 
tures is becoming too rapid and that we 
Canadians are trying to take on a bit more 
than we can handle. In this respect our 
position is quite different from what it was a 
few years ago. As late as 1963 the economy, 
although already expanding, was still operat- 
ing well below its potential. The rate of 
unemployment then was much higher, our 
industries were operating well below capaci- 
ty, and supplies of resources of all kinds were 
readily available. In short, even as late as 
1963 there was considerable slack in the 
economy. 


This is not the case today. Despite substan- 
tial additions to plant and equipment through- 
out the economy in the last few years 
and an unusually large growth in the labour 
force, most sectors of the economy today and 
most regions of the country are working at or 
close to capacity. Shortages of skilled labour 
have become widespread, shortages of other 
labour have appeared, and unit labour costs 
have been rising. Our task this year must be 
to maintain a reasonable balance between the 
increases in production which are physically 
possible and the increase in the demands we 
place on our resources. Since there is no 
appreciable slack in the economy to take up 
this year, we cannot look for as large an 
expansion of output as was achieved in 1965. 
‘e (8:20 p.m.) 

The capacity of the economy at any point 
in time is limited by the availability of 
manpower in the right places with the right 
training, and by our stock of industrial plant 
and equipment. With the labour force grow- 
ing and with high annual rates of capital 
investment, our capacity increases year by 
year. But to achieve the full potential of our 
economy, as projected for example by the 
Economic Council for the year 1970, more 
than this is needed. We have to improve the 
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quality of our resources and improve our 
methods of using them. We have to improve 
the skills of our labour force and organize the 
labour market more effectively so that people 
can move readily into the jobs for which they 
are suited. We have to improve our industrial 
organization, increase research and develop- 
ment, and ensure that we are using the most 
modern techniques in industry. The Gov- 
ernment has adopted a variety of policies and 
program along these lines to help bring 
our capacity up to our full potential Even so, 
these will need some years to take full effect. 
In these terms to speak of a margin between 
our present performance and our potential 
may be useful as a guide to assessing and as 
a spur to developing our longer-term capa- 
bilities. But there is no such margin between 
our present performance and our present 
capacity. 

Our capacity will of course grow in 1966. 
The labour force will increase by a further 
220,000 workers, although not all of them will 
be located where there are jobs available, nor 
will they all have the needed skills. There are 
pockets of unemployment in some regions 
which will be drawn on more effectively as 
our manpower programs and area develop- 
ment measures make themselves felt. 


During the coming months, with new plant 
and equipment coming into production, we 
should be able to achieve higher levels of 
output per man-hour in many industries. For 
the nation as a whole, an expansion in the 
order of 5 per cent in the volume of output 
over 1965 levels should be within our reach. 


However, even this rate of expansion may 
well be insufficient to meet the additional 
demands that appear likely to be made on the 
economy during the current year. Govern- 
ments at all levels have already indicated 
that they intend to increase their total capital 
outlays in 1966 substantially above those of 
1965. Growing requirements for schools, uni- 
versities, hospitals and roads bulk heavily in 
provincial and municipal budgets. Other 
forms of government expenditures are almost 
certain to rise. The latest survey of the 
investment intentions of private business 
firms points to a continuation of the present 
investment boom. In manufacturing for ex- 
ample the business firms apparently intend to 
increase their capital investment by 20 per 
cent in 1966 following a similar increase last 
year. Substantial increases in private invest- 
ment outside of the manufacturing sector are 
also expected. With continued high levels of 
employment and rising rates of wages and 
salaries, consumers will have more money to 
spend. Finally we can expect further in- 
creases in our exports during the current 
year. Prospects for wheat sales are good and 
there is a growing demand for our goods in 


many markets, particularly in the United 
States where the economic expansion appears 
to be accelerating. Indeed, Mr. Speaker—and I 
would like to emphasize this point—the change 
in the outlook in the United States in the past 
three months is an important influence on our 
present situation, and necessarily upon the 
policies which we must follow. 

All of this being so, 1966 presents a great 
challenge to Canadians. We have been suc- 
cessful during these past few years in stimu- 
lating the economy until it is now operating 
close to capacity. Are we now prepared to 
exercise the moderation—as well as the enter- 
prise—needed to keep the economy operating 
at full capacity not only in 1966 but in the 
years to come? In other words can we now 
pace and prolong our prosperity? That is the 
question we have to face as a people. If 
Canadians try to achieve more than is physi- 
cally possible the result can only be severe 
strains on key industries, shortages of materi- 
als, and rising costs and prices; productivity 
would be adversely affected and our competi- 
tive position would deteriorate. Moreover im- 
ports would be drawn in at a rate that would 
bring about a substantially larger deficit in 
our balance of payments on current account. 
In recent months imports have been increas- 
ing more rapidly than exports; this was 
reflected in the increase in our current ac- 
count deficit in 1965, and is likely to result in 
a further increase in 1966. This is not unrea- 
sonable in present circumstances, but we 
must keep it within sensible bounds. 


Balance of Payments 


It has been customary for Canada’s exter- 
nal deficit on current account to increase 
during periods of economic expansion. As the 
domestic demands on our resources approach 
the limits of our capacity a larger import 
surplus makes available additional resources. 
The additional supplies of machinery, indus- 
trial products and consumer goods that we 
thus obtain from other countries help to avert 
shortages in Canada and help to avoid in- 
creases in prices and costs. They enable us to 
produce more and to consume more. Thus 
import surpluses help to alleviate pressures 
on the economy when it is operating at full 
capacity. By contrast large import surpluses 
several years ago, when the Canadian econo- 
my was running well below capacity, ag- 
gravated our own underemployment. 

While there are short-term advantages in 
having a large current account deficit when 
the economy is at full stretch, we should not 
blind ourselves to the disadvantages of run- 
ning such a deficit year after year. The deficit 
enables us, through borrowing, to use re- 
sources today which, as a nation, we have not 
yet earned and which will have to be repaid 
out of future earnings. There are dangers in 
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trying to enjoy, through borrowing, a stand- 
ard of living over the years that is higher 
than our own productivity allows. Borrowing 
from abroad at a time when we are under- 
taking a large investment programme is jus- 
tifiable; but relying on borrowed external 
capital to sustain a high and rising rate of 
consumption can be as dangerous a tempta- 
tion for a nation as for an individual. 

From 1962 until our economic expansion 
gained greater momentum last year we made 
good progress in reducing our current ac- 
count deficit. Even in 1965, during a period of 
rapid expansion, the deficit was much less 
than in 1959, which was a year of consider-. 
able slack. The trend therefore seems to be in 
the right direction but in the years ahead we 
must make further progress in reducing this 
deficit. We have preserved our access to the 
United States capital market with the co- 
operation of the United States Government, 
which recognizes the fact that Canada does 
not contribute to the United States balance of 
payments problem. But in the longer run, 
with the whole- world hungry for capital, we 
cannot assume that it will always be feasible 
for Canada to import such large amounts of 
capital as we have in the past. This is not an 
immediate problem to be solved this year or 
next. It is a matter of developing a long-term 
balance of payments policy consistent with 
our international position as an open econo- 
my in an increasingly competitive world. Our 
basic approach is two-fold: first, through in- 
dustrial, commercial and manpower policies, 
to adapt the structure of the Canadian econo- 
my to exploit effectively the most rapidly 
growing markets at home and abroad; and 
second, to develop and encourage the growth 
and use of Canadian savings. Canadians 
should be prepared to forgo some of the 
apparent advantages of immediate expendi- 
tures in order to invest in the expansion and 
productivity of their own economy. 


Economic Council 


Mr. Speaker, it is very useful to me as 
Minister of Finance to have had the oppor- 
tunity of reading and studying the reports of 
the Economic Council of Canada. In its last 
report the Economic Council of Canada point- 
ed out that the recent rate of expansion of 
investment spending is clearly not sustainable 
on a long-term basis. Our economy will grow 
more if the rate of expansion of investment 
keeps broadly in line with our longer-term 
potential requirements instead of fluctuating 
on the basis of the short-term outlook. We 
need to plan now to maintain our growth in 
the years beyond 1966. Investments by gov- 
ernments as well as by private business that 
can be postponed to a later time will help 
then to maintain stability and growth. 


We have all, in government, in business 
and in labour circles, received much useful 
information and advice from our Economic 
Council on how to make our efforts, our 
labour and resources more productive; and on 
the proper choice of priorities. 

@ (8:30 p.m.) 
) I find myself generally in agreement with 
the substance of much that the Council has 
| said in both its First and Second Reviews. I 
have taken to heart the concern that it 
expresses and implies about the way time 
lags can impair the effectiveness of fiscal 
measures and its concern that we must not 
lose sight of our longer-term goals in dealing 
with immediate problems. On the other hand 
I consider unduly pessimistic its opinion that 
fiscal measures should not be used to deal 
with what it calls “shorter term cyclical 
instability” and I do not share its view that 
fiscal policy can and should be reduced to an 
arithmetical formula. Appraisal, judgment 
and flexibility must have their place if we 
are to succeed. 

While our present situation clearly calls for 
restraint on the increases in spending, rather 
than stimulus, this could change fairly quick- 
ly. Our objective is a steady and sustained 
rate of growth. Our intention is to keep our 
fiscal policies flexible, and readily adaptable 
to changing circumstances. 

Mr. Speaker, if we do not by one means or 
another succeed in moderating the increase in 
aggregate expenditures this year the most 
immediate penalty we shall suffer isan infla- 
tionary increase in prices. Public and indeed 
parliamentary concern over this danger is 
already evident. It was only a few days ago 
that we were debating this very issue. As a 
practical matter in our society this danger 
cannot be avoided by trying to regulate 
prices and wages. We must deal with the 
basic issue which is at the present time an 
excess of spending power over what is availa- 
ble to meet demands. It is this excess which 
causes rising prices, costs and profits and 
which harms those in our society whose 
economic power and bargaining position are 
weak. 

The Out-turn of Last Year’s Budget. 


Mr. Speaker, I should like to turn now toa 
review of our government accounts. The out- 
come of the Government’s accounts over the 
past year has been laid before you in detail 
in Part 2 of the White Paper. I propose 
simply to note a few highlights. 

Budgetary revenues in the fiscal year now 
ending are estimated to have been $7,673 
million. You may recall that my predecessor 
in office expected, nearly a year ago, that 
revenues would rise by some 54 per cent in 
the absence of any tax changes, and that he 
proposed to reduce this growth to just over 3 


per cent by a reduction in personal income 
tax, which took effect last July. These reve- 
nue forecasts were based on an expected 
increase in the value of the Gross National 
Product of about 73 per cent. In the event, 
our rate of economic expansion was such 
that the value of the GNP rose by about 94 
per cent; and revenues rose as a consequence, 
in spite of the tax cut, by $493 million, or 7 
per cent. This is telling evidence of the 
considerable momentum which the expansion 
acquired during the course of 1965. 

Expenditures within the framework of the 
budgetary accounts in the year now at an end 
are estimated at $7,707 million. This is only 
three-quarters of one per cent higher than 
was forecast in last year’s budget. 

I should like to congratulate my predeces- 
sor in office. 


Some hon. Members: Hear, hear. 


Mr. Sharp: Indeed, I should like to con- 
gratulate him again because the resulting 
budgetary deficit of $34 million was the low- 
est since the fiscal year which ended on 
March 31, 1957, nine years ago. To all intents 
and purposes therefore the budget was in 
balance this year. 

Federal revenues and expenditures on the 
national economic accounts basis, which takes 
in non-budgetary government transactions 
affecting the incomes of individuals and busi- 
nesses, are again explained and reconciled 
with the budgetary presentation in Part I of 
the White Paper. I should like to point out to 
the house, however, that there was a surplus 
on the National Accounts basis of some $494 
million, compared with the surplus of $279 
million in the previous fiscal year. In terms 
of the impact of the Federal Government’s 
total receipts and payments upon the incomes 
of the rest of the community, this healthy 
federal surplus of nearly half a billion dollars 
was no more than was needed to absorb 
a substantial volume of potential private 
demand which would otherwise have largely 
been translated into higher prices and a 
larger deficit on current account in the 
balance of payments. 


The Outlook for Revenue and Expenditure in 
the Coming Year. 


I have described our economic situation 
and prospects and have reviewed the outcome 
of Federal Government transactions in the 
fiscal year now ending. Let me now move 
ahead to discuss the outlook for the new 
fiscal year. 

First of all, without taking into account the 
effects of this Budget my advisers would now 
expect another increase of rather more than 9 
per cent in the Gross National Product in 
1966. Of this, a little more than 5 per cent 
would be in volume and 4 per cent in price. 
That is the prediction my advisers made 


without taking into account any of the 
proposals that I shall make subsequently. 
Part of the expected price increase is at- 
tributable directly to contributions under the 
Canada and Quebec Pension Plans and to the 
recently announced increase in the Ontario 
provincial sales tax, both of which reflect 
improvements in public and social services. 

On the basis of present taxes and this 
increase in Gross National Product I would 
expect our budgetary revenues to be about 
$8,220 million in the coming fiscal year, an 
increase of 7 per cent. There are special 
reasons why this increase in revenue will be 
less than would normally result from such a 
large increase in Gross National Product. 
First of all, the income tax cut of 1965 
applied only from July 1 last. In a full fiscal 
year the cost would be considerably more. In 
the second place, in 1966 there is a further 
abatement of three percentage points of basic 
income tax in favour of the provinces. In the 
third place, contributions by individuals and 
employers to the Canada Pension Plan and 
the Quebec Pension Plan, which commenced 
at the beginning of this year, are deductible 
for personal and corporation income tax pur- 
poses. Finally, corporation income tax re- 
ceipts in 1965-66 included some extra revenue 
in respect of the movement forward of the 
payment period for this tax which we will 
not have this coming year. 

I am forecasting budgetary expenditures 
for the coming fiscal year at $8,450 million 
representing an increase of nearly 10 per cent 
above the previous year’s level. This takes 
into account not only the Main Estimates 
which have already been tabled but the ex- 
penditures normally made from supplemen- 
tary estimates. It also takes account of new 
legislation and programmes that have been 
announced. It reflects as well the efforts to 
which I shall refer in a moment that my 
colleagues and I have recently made to defer 
capital expenditures previously planned for 
this coming fiscal year. 

On the basis of these forecasts, before 
taking into account my following proposals, 
we would have a deficit of $230 million in our 
budgetary accounts. In terms of the national 
economic accounts there would be a surplus 
of $370 million. 


Policy and Proposals—General 


I turn now to the policies and proposals for 
dealing with the economic and budgetary 
situation I have been describing. I take this 
occasion to express my thanks to the numer- 
ous Canadians who, in response to my invita- 
tion, sent me their recommendations for this 
Budget. 

Some hon. Members: Hear, hear. 

Mr. Sharp: I received a great variety of 


suggestions, some of them quite unorthodox, 
{Mr. Sharp.] 


which I may reveal at some time, but many 
of them, indeed a very large number, were 
constructive. If I may be pardoned a paren- 
thetical remark, a great many of the letters 
said either expressly or implicitly, “I did not 
know you were interested in my views.” 

Mr. Fulton: They will find out later that 
you weren’t. , 

Mr. Sharp: However, I have never regret- 
ted having sent out this general invitation. 

It is clear that action should be taken 
promptly to moderate the present boom and 
to maintain a steady and sustainable rate of 
growth in our economy. We must avoid the 
kind of boom that will lead to a bust. 

In seeking this major objective we wish 
also to protect and enhance our productivity 
and our ability to compete in trade with 
other nations. We also want to restrain the 
increase in our balance of payments deficit. 

To achieve these aims we must moderate 
the increase in the total of demands being 
placed on the Canadian economy this year 
and next year. These demands include those 
of governments, of business, of consumers, 
and of those who buy our exports. We do not 
want to restrain export demands—we need the 
proceeds of exports to pay for imports and 
meet our very heavy obligations in respect of 
interest and dividends payable outside 
Canada. 

We should restrain in some degree the 
increase in all the other demands this year on 
Canada’s production. 


@ (8:40 p.m.) 
Government Expenditures 


First in regard to our own government 
substantially higher this new fiscal year than 
in the one just closing—higher by some $743 
millions, or 93 per cent. Since last August we 
have been reviewing our construction pro- 
grams and deferring a number of projects 
—both those announced at the time and oth- 
ers that came up subsequently for decision. 

Now that we are better able to appraise the 
total economic situation this year, and our 
part in it, the Government believes it should 
exercise further restraint upon its own ex- 
penditures, particularly in the field of con- 
struction, during this coming fiscal year. 

Asa consequence the Government has 
made several decisions. First, that it will not 
undertake any substantial new programs 
or projects requiring expenditures in 1966-67 
that are not already provided for in the 
Estimates or are already announced, except 
for what are clearly unforeseen emergencies, 
This will mean deferring a number of plans 
that have been under consideration, or which 
we have been requested to undertake by the 
provinces or others. 
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Secondly, we will limit our departmental ble to most provincial governments across 


construction programs this year to a total 
that will be 10 per cent less, in terms of 


-expenditures in 1966-67, than the total figure 


of $348 million submitted in the Main Esti- 
mates now before the House. This will re- 


quire deferment of a number of projects 


already included in the Estimates or other- 
wise announced. We have already decided to 
defer or re-schedule a number of specific 
projects which we think can and should be 
deferred or re-scheduled at this time, among 
which the following are examples: 

(a) a grain elevator at Prince Rupert that 
we had intended to proceed with immediately 
but on which the tenders for construction 
came in at figures much higher than we 
thought were necessary; 

(b) the proposed new Taxation Building in 
Ottawa, the National Museum, the National 
Research Council Structures Laboratory, and 


| the commencement of buildings on the Sat- 


ellite Experimental Farm; 

(c) some less urgent work at airports in 
various parts of the country; 

(d) a readjustment of the timetable for the 
next phase of the Northumberland Causeway 
project in order to minimize the pressures on 
the peak summertime employment market 
and maximize winter employment possibili- 
ties; 

(e) some harbour and marine works in 
coastal areas where there is serious pressure 
on the construction industry; 

(f) some smaller public buildings in On- 
tario and British Columbia. 

I regret, and I am sure everyone in this 
house regrets, that it is necessary to defer 
these projects and others as well to which I 
have not referred, but I feel that it is essen- 
tial to do so if we are to avoid an unreasona- 
ble level of demand on the economy this 
year. I hope that the provincial governments, 
whose construction programs have appar- 
ently increased even more than ours this 
year, will be able to contribute to this desira- 
ble restraint upon aggregate demand by hold- 
ing back until a later year some of the 
projects they have scheduled for this year. I 
recognize that some of their requirements— 
particularly for schools and universities—are 
urgent, but there are others—for example 
some highway building—that could be delayed 
at some inconvenience but without serious 
economic or social consequences. 

In order to permit deferment of projects, 
we have already agreed with the provincial 
governments to place before you amendments 
to some of our legislation to extend the 
deadlines for federal grants for various con- 
struction programmes. May I say to hon. 
members of the house that I know that this 
policy that I am announcing will be accepta- 
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this country who are just as concerned as we 
on this side with the excessive demands that 
may be placed upon the construction industry 
this year. This was announced last August 2. 
We are now prepared to agree to delaying 
completion of centennial projects to which we 
are contributing, so that there will be no 
arbitrary pressure on this score in seeking to 
complete them by 1967. As a practical matter 
there is nothing we can do to reduce the 
abnormal pressure to complete work on many 
projects in Montreal that are part of Expo ’67 
or related to it. We are asking our Crown 
corporations to exercise restraint in respect 
of any of their projected building plans 
which can be deferred, as the Bank of 
Canada has done. 

Income Tax 


Turning now from expeditures to revenues, 
I shall lay before you a number of proposals 
affecting taxation. In the main these are 
designed to moderate the increase in demand 
of private individuals and business firms. 

Let me begin with the Income Tax, the 
keystone of our tax system. It is the fairest of 
our taxes. It must be reformed however and 
made fully effective if it is to be really 
equitable. I believe it should be used by both 
Parliament and the provincial legislatures. 

I should recall here some remarks I made 
in answer to press inquiries following the 
Budget Speech of the Provincial Treasurer of 
Ontario. He had announced Ontario’s decision 
to increase its personal income tax for the 
purpose of financing its growing expendi- 
tures, a decision which has recently been 
embodied in a Bill placed before the Ontario 
Legislature. He made clear that Ontario 
would need to take such action whether or 
not there was an additional abatement of the 
federal tax. I said: “Any province is quite 
free to increase its income tax under its 
present arrangements with us—and I hope it 
will be just as free to do so under the new 
arrangements we will be working out this 
year. I think there should be as little sugges- 
tion as possible in our new arrangements that 
the provinces are entitled to use only a 
specified portion of the income tax and that 
in going beyond it they are somehow indulg- 
ing in double taxation...It is of course the 
right of a provincial government to decide 
what is the right combination of taxes for it 
to use, having in mind both equity and 
economics. We and they should both take into 
account as best we can what one another is 
doing.” I regard what Mr. Allan has said and 
done as being quite consistent with what I 
am proposing tonight. 

[Translation] 

We will discuss these matters in the Tax 

Structure Committee this year and no doubt 
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in a full federal-provincial conference of 
Prime Ministers and Premiers as well. I hope 
we shall be able to come to understand each 
others’ views on the use of the personal 
income tax by both levels of government, and 
that each will accept responsibility for the 
extent to which it uses this tax, knowing the 
others’ views. I would hope, moreover, that 
the provinces will be prepared to continue to 
follow our lead in regard to the various 
detailed provisions of the law in order to 
minimize the trouble to which taxpayers may 
be subject in preparing their returns. 

[English] 

Last year Parliament reduced the income 
tax by 10 per cent of the basic tax with an 
upper limit of $600. This was done on the 
basis of the Government’s appraisal of the 
economic situation at that time and the 
desirability of stimulating the expansion and 
growth of the economy. 


Some hon. Members: Oh, oh. 


Mr. Sharp: It is quite clear, Mr. Speaker, 
from what I have been saying that this 
stimulus served to make 1965-66 the most 
prosperous year in Canada’s history. 

The stimulus has served its purpose and is 
no longer appropriate. As a consequence I 
feel we should now withdraw most of last 
year’s tax cut. 

In making the change I feel that we should, 


Oe eee eee 


however, lighten the load upon those with the 
lowest incomes. I do so having considered the 
total tax load being imposed by all govern- 
ments in all forms. 

@ (8:50 p.m.) 

Accordingly I now propose that effective 
June 1 we reduce the present limit on the tax 
cut from $600 per annum to $20 per annum. 
\At the same time I propose that the rate of 
the tax cut, now 10 per cent, be changed to 
'20 per cent. With the new limit of $20 only 
‘the lowest brackets will benefit from this 
change in the rate. The result of these 
changes will be that those with average or 
better than average incomes will revert to. 
tax levels slightly below the levels that pre- 
vailed in 1964. Those with lower than average 
incomes will pay less tax than they did at 
that time and less than they are now paying. 
This new rate of tax will prevail after June 1 
this year and will be reflected in the deduc- 
tions then made. The tax liability for the 
year 1966 will be a blend of what was 
enacted in 1965 to be in effect this year and 
the revised rates proposed to apply after 
June 1. I would ask permission at this point 
to insert in Hansard tables to illustrate the 
effect of these changes. 


Mr. Speaker: Is that agreed? 
Some hon. Members: Agreed. 


[Editor’s note: The tables referred to above 
are as follows:] 


\ 


\ 


TABLE 1 


TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX CHANGE 
Single Taxpayers—no dependants 


Net Federal 
tax for 1966 


if no change 1965 


tax cut Newtaxcutfor Changeintax Net Federal 


Income made to be cancelled a full year for a full year tax for 1966 
$ $ $ $ $ % $ 

My UU ane alee aoe ota eet ea 15 2 4 —- 2 — 15 13 
EGU) cae ee Ae See NEG be 29 4 9 = A wd 26 
2s OOK Antertsrs or certes ase eee 65 10 20 — 10 = 15 59 
a ODOM ct ce AM cia.. SAE ae 110 17 20 — 3 — 3 108 
SOOO RAE sete. Odie aM 156 24 20 + 4 + 2 158 
S000 eb cecatastieeh sas eet) 390 59 20 + 39 =- 0 414 
DOO ee AES Rte 9 «ae ad 762 115 20 =) 95 + 13 819 
LOC OOO entes Ric eae a © Seen 1,214 184 20 +164 + 14 1,313 
£5; O00). mays 0 oe beh Oe id area 2,396 363 20 +343 + 14 2,602 
SEO Nae eek gee 5,537 600 20 +580 + 11 5, 885 

14 ws Sue fiche aa nea a8 15, 333 600 20 +580 + 4 15, 741 


The amounts shown above as net Fe 
federal-provincial arrangements. 
the amount of tax cut is the sam 
the old age security tax. It was 


For 1966 the ‘'1965 tax cut’’ will remain in effect for the first 4/10ths of the year and the “‘new tax cut’”’ 


in effect for the remainder of the year. The 
tax adjustments. 


[Mr. Sharp.] 


“Net 


deral tax are after deducting an abatement of 24% 
The Federal tax in Quebec is lower because of 
e in each case. The amounts shown do not inclu 
assumed that taxpayers take the optional stand 


in accordance with current 
additional abatements but 
de provincial income tax or 
ard deduction of $100. 


will be 


Federal tax for 1966”’ is after deducting a blend of these two 
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TABLE 2 


TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX CHANGE 
Married Taxpayer—no dependants 


Net Federal 1965 New 
tax for tax cut tax cut Change Net Federal 
1966 if no to be for a in tax for tax for 
Income change made cancelled full year a full year 1966 
$ $ $ $ $ % $ 

De AO Mews. Sass Helse wagld: Ataee 14 2, 4 — 2 — 15 13 
245s Se SOG eE SBD SO 29 4 0) — 4 — 15 26 
2 (WOU ees eemeeniias Ser sriarares Senor 65 10 20 — 10 — 15 59 
74 00 Os eee eee ome hemrnr. oes. 156 24 20 + 4 + 2 158 
i, Oe Pag nek imei Chet As 2 266 40 20 + 20 + 7 278 
Pe DOO ae ee 2ai2 LS eT 606 92 20 + 72 + 12 649 
1 OAC eee were ee een ars 1,019 154 20 +134 + 13 1,100 
PM OOO erstirsieress.ofoccts creda rere 2,132 323 20 +303 + 14 2,314 
7250) Dis Aan AS CED EERE PPO BOOK 5,195 600 20 +580 + il 5,543 
ORDO ee ne Mecastn siete cterees 14,915 600 20 +580 + 4 15, 263 


The amounts shown above as net Federal tax are after deduct 
federal-provincial arrangements. The Federal tax in Que 


the amount of tax cut is the same in eac 
the old age security tax. It was assume 


ing an abatement of 24% in accordance with current 
bec is lower because of additional abatements but 


h case. The amounts shown do not include provincial income tax or 
d that taxpayers take the optional standard deduction of $100. 


For 1966 the ‘1965 tax cut’”’ will remain in effect for the first 4/10ths of the year and the ‘‘new tax cut’’ will be 


in effect for the remainder of the year. 
two tax adjustments. 


The ‘‘Net Federal tax for 1966” 


TABLE 3 


is after deducting a blend ofthese 


TO ILLUSTRATE PROPOSED PERSONAL INCOME TAX CHANGE 
Married Taxpayer—2 dependent children eligible for family allowance 


SS SS 


Net Federal 1965 New 
tax for tax cut tax cut Change Net Federal 
1966 if no to be fora in tax for tax for 
Income change made cancelled full year a full year 1966 
$ $ $ $ $ % $ 

BrOOOM A eA Me Ce eteebetraceiete claret 22 3 7 — 3 — 15 20 
2 ROO S meaat. cuties Dees Ms 58 9 18 baat Soap 53 
ZL se beau Renee eens home es 100 15 20 — 5 — 5 97 
5000 cesses. terrors a2 I 199 20 20 + 10 + 5 205 
(URE aes Cele mos Soe aan 519 79 20 + 59 + 11 554 
LOSOOOW. ooh tates Heke teeters eres 916 139 20 +119 + 13 987 
i UU ORM ee Pelee ic Docs eoracbe 5c 1,973 299 20 +279 + 14 2,141 
DH O00 on isers 2 eee cessieiy aie Royer 4,986 600 20 +580 + 12 5,334 
BOG OOD es ie Sig Ree Preteen ng fee oer 14, 665 600 20 +580 + 4 15,012 


The amounts shown above as net Federal tax are after deducting an abatement of 24% in accordance with current 
federal-provincial arrangements. The Federal tax in Quebec is lower because of additional abatements but 
the amount of tax cut is the same in each case. The amounts shown do not include provincial income tax 


or the old age security tax. It was assumed tha 


t taxpayers take the optional standard deduction of $100. 


For 1966 the ‘1965 tax cut’’ will remain in effect for the first 4/10ths of the year and the ‘‘new tax cut’’ will be 


in effect for the remainder of the year. 
two tax adjustments. 


{[Mr. Sharp.] 
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The ‘‘Net Federal tax for 1966” 


is after deducting a blend of these 


Mr. Sharp: Mr. Speaker, the Department of 
Finance estimates that this change in the 
income tax will increase our revenues at a 
rate of approximately $210 million per an- 
num. The direct effect in the fiscal year 
1966-67 should be about $140 million. It is 
designed to reduce moderately the rate of 
increase of consumer expenditures. 


I am proposing a few technical changes in 
the Income Tax Act. 


The first is to make more clearcut and 
specific arrangements in regard to charitable 
donations. All charitable organizations will be 
asked to register and to file annual returns of 
information. Only donations to such regis- 
tered charitable organizations will be permit- 
ted as deductions from income in future 
years. This will not however affect the exist- 
ing provision whereby a taxpayer may deduct 
up to $100 for charitable contributions or 
medical expenses without submitting receipts. 
In addition, donations to certain specified 
classes of charitable organizations outside 
Canada will be allowed as deductions. The 
essential points are given in the resolution 
and the Minister of National Revenue can 
explain the plans regarding registration when 
the resolution is under consideration. 


Like all Ministers of Finance, I am con- 
cerned about the loopholes that remain in the 
law despite the vigilance of all my predeces- 
sors, and I am proposing a number of provi- 
sions on this score. 


I should like to draw attention to some of 
them. In recent months there has been evi- 
dence of increasing abuse of the section of 
the Act providing special tax treatment for 
deferred profit sharing plans. In 1960 and 
1961 my predecessor, then the Hon. Member 
for Eglinton, with the worthiest of motives, 
introduced a section in the Act to provide for 
these plans, which he described as an impor- 
tant piece of social legislation. Since then 
various businessmen and their professional 
advisers have exploited this well-intended 
but vulnerable section in various ways. Es- 
sentially what happens in typical cases is that 
contributions of profits from a business, made 
deductible in computing income for tax pur- 
pose and held in a tax free fund, which were 
intended to benefit the employees of the 
business generally are being diverted to ben- 
efit a few key people, chief shareholders or 
their relatives or heirs. The Minister of Na- 
tional Revenue will not accept any more 
deferred profit sharing plans for registration 
until we deal with the matter by a revision of 
the Act. There is a fairly general paragraph 
in the Resolution covering the essential 

[Mr. Sharp.] 
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points, which would apply to existing plans 
as well as new ones. 

In the income tax regulation there are a 
number of special rates of capital cost allow- 
ances that have been granted for limited 
periods as inducements to action of one kind 
or another. These will be allowed to expire at 
the dates now specified, with one exception, 
namely the special rate on property acquired 
for the prevention of water pollution. This 
will be extended until the end of December 
1967. Some of these special capital cost allow- 
ances are being replaced by grants, which in 
our view represent a more effective and 
fairer method of encouraging investment in 
designated areas, and industrial research and 
development. 


The Resolution includes a paragraph to 
extend from April 1967 until April 1968 the 
deadline for the commencement of production 
for manufacturing projects in designated 
areas, on which construction has already 
started, if they are to qualify for the three- 
year exemption from income tax. Some of 
these projects are being delayed by events 
beyond the control of the companies con- 
cerned. The purpose of this action is to reduce 
the pressure that now exists to compete 
strenuously for equipment, materials and 
skilled labour which are in short supply. This 
is similar in principle to the proposed exten- 
sion of the deadlines in the incentives offered 
provinces and municipalities to undertake 
certain types of construction work. 


We also propose to extend the three-year 
tax exemption for new mines to wells for 
extracting potash by the solution method. 


Withholding Tax 


I come now, Mr. Speaker, to a major 
change affecting the sale of Canadian bonds 
to foreign buyers. The 15 per cent non-resi- 
dent withholding tax on interest now consti- 
tutes in some measure an impediment to the 


sale of Canadian bonds in the United States 
and Europe. 


In order to improve the market for such 
securities I propose that interest on bonds 
and debentures dated after April 15, 1966, 
issued by the federal or provincial govern- 
ments or their agencies guaranteed by those 
governments, or issued by municipalities, or 
by hospitals and educational institutions guar- 
anteed by a province, shall be exempt from 
this withholding tax. I have given considera- 
tion to whether this exemption should be 
extended to bonds and similar obligations 
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issued by businesses or individuals in Canada 
but I have concluded that I should not come 
to a decision on this point pending the gener- 
al review and revision of the Income Tax 
Act. 

This new exemption from the withholding 
tax will not reduce our revenue from out- 
standing issues, interest on which is already 
subject to the tax and will remain subject to 
it. It will eliminate our revenue from new 
issues that we would otherwise have expected 
to yield a tax, and this may cost the Treasury 
two or three million dollars in 1966-7. There 
should on the other hand be some saving to 
provinces and municipalities in what it is 
necessary to pay in interest to foreign lend- 
ers. I hope it will enable some borrowing to 
be done in Europe, despite the high cost of 
borrowing there. 

I have described the steps to be taken to 
moderate the growth of government expen- 
diture and consumer spending. I am going to 
propose three important measures affecting 
private capital investment. These are comple- 
mentary, and taken together, should in my 
judgment effect a reasonable but not exces- 
sive degree of restraint on the rate of in- 
crease in investment demand. 


Sales Tax and Excise taxes 


First, the sales tax. I intend to review it 
thoroughly in the light of the Royal Com- 
mission report, our experience with the Tax 
and the criticisms we have received. Mean- 
while several changes should be enacted now. 

Beginning in 1963 the house will recall that 
the exemption from sales tax of building 
materials and of production machinery and 
equipment was withdrawn in several stages. 
The revenue that accrued from this step 
made a vital contribution to the improvement 
of the financial position of the Federal 
Government and the restoration of confidence 
in our fiscal capacity. It has not stood in the 
way of a rapid increase in capital investment, 
and indeed in the past few months has 
probably assisted in moderating an excessive- 
ly rapid rate of increase. For a country such 
as Canada, however, where the ability to 
compete internationally is so important and 
where we must maintain a high rate of 
investment in modern machinery and equip- 
ment in order to achieve the increases in 
productivity which we all want, we should 
not have a sales tax on— 


Some hon. Members: Hear, hear. 


Mr. Sharp: I repeat, Mr. Speaker, that we 
should not have a sales tax on production 
machinery and equipment as a permanent 
feature of our system. 


Some hon. Members: Oh, oh. 


Mr. Sharp: On the other hand, the immedi- 
ate removal of the tax on the whole of this 
category at the present time would only tend 
to exaggerate the capital investment boom 
now in progress. 


@ (9:00 p.m.) 


There is however a certain type of machi- 
nery and equipment with very short lifetime, 
expenditures on which are really part of the 
current costs of production and which bear 
significantly upon our export trade and upon 
production that competes with imports. I 
refer to dies, jigs, fixtures and moulds, and 
tools for use in production machinery for 
shaping and working materials. I have come 
to the conclusion that these should be made 
exempt from sales tax forthwith. This is 
covered in the resolutions that I am placing 
before you and will go into effect provisional- 
ly at midnight tonight. 


I next propose that Parliament legislate 
now to provide for the future restoration of 
the exemption for the remaining categories of 
production machinery and equipment. I pro- 
pose that the exemption be restored partially 
a year hence, at the beginning of April 1967, 
by a reduction in the rate then by 5 percent- 
age points, and that it be restored fully a 
year later, at the first of April 1968. Should 
the economic circumstances change in the 
meantime and make an earlier removal of 
this tax on machinery and equipment 
economically desirable, I will not hesitate to 
recomment to parliament in my next Budget 
that the remaining tax be removed at an 
earlier date. 


The advance enactment of this exemption 
is proposed deliberately so that businesses 
can take it into account in their planning. It 
will constitute some inducement to defer the 
acquisition of machinery and equipment at a 
time when the expenditures on these catego- 
ries seem likely to be exceedingly high, if not 
in fact excessive, judging from the figures 
that have just been published in the survey 
of intentions for private and public capital 
expenditures this year. 


I am not convinced that the exemption 
from the sales tax for building materials 
should be restored. The arguments for this 
are not as strong as those that apply to 
machinery and equipment, and I am reserv- 
ing judgment on it until I am able to review 
our tax system as a whole. 

I am also recommending a few minor revi- 
sions in the sales tax which will be found set 
forth in the resolutions and can best be 


explained and discussed when they are under 
consideration. 


I renew the undertaking given last year by 
my predecessor, the hon. member for Da- 
venport (Mr. Gordon), that if the considera- 
tions of the Special Committee of the House 
on Food and Drugs lead it to recommend that 
drugs should be exempt from sales tax as 
part of a comprehensive and effective pro- 
gramme to reduce the prices of drugs, then 
the Government would be prepared to recom- 
mend such action by means of a special 
statute covering all the measures required to 
give effect to such a programme. 


I have considered the various special excise 
taxes that are imposed on a number of 
commodities under the Excise Tax Act. I 
cannot afford any wholesale revision of these 
until it can be done in the light of a general 
programme of reform. I am proposing a 
minor simplification of the excise tax on 
electronic tubes and cigarette lighters. 


The reduction in revenue consequent upon 
the actions I have proposed for immediate 
application in regard to the Excise Tax Act 
would be $21 million in the coming fiscal 
year. The cost of the first reduction in the 
present rate of sales tax on production ma- 
chinery and equipment is estimated to be an 
additional $63 million in the fiscal year 1967- 
68. Given the present economic and budge- 
tary outlook, this prospective reduction in 
revenue and the further reduction in the 
following year will have to be replaced, when 
the time comes, by increases in other tax 
revenues, 


Special Temporary Measures 


The proposal to provide now for the future 
reduction and later elimination of the sales 
tax on production machinery and equipment 
is the first of my three proposals designed to 
encourage the postponement of some private 
investment. I now wish to propose two tem- 
porary measures with the same objective. 


In designing these measures I have been 
especially concerned to avoid tax increases 
of a kind that would get built into production 
costs and impair our future competitive posi- 
tion. After reviewing measures we have tak- 
en in the past, such as the deferred deprecia- 
tion rules of 1951 and 1952 with which I was 
closely concerned as an Official, and the well 
known Swedish tax free reserve plan, and 
several other possibilities put forward by the 
Department, I have selected two which I 
think are appropriate to our present 
Canadian circumstances. They can be brought 
quickly into effect, they will provide prompt 
pressures upon and inducements for business 
to defer capital expenditures, they will not 
add to the costs of production, and they will 

[Mr. Sharp.] 
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help business to maintain capital expendi- 
tures in future years. Each can be terminated 
on short notice without serious effects, should 
our economic circumstances change substan- 
tially. 

The first measure has been put into effect 
by the government in an amendment to the 
Income Tax Regulations that comes into 
effect tonight. It reduces the capital cost 
allowances that may be claimed for various 
classes of capital assets acquired during the 
period between now and October 1, 1967— 
about 18 months. This appears to me the 
period over which special inducements to 
postpone business capital expenditures are 
likely to be necessary, though of course this 
is a difficult matter to forecast. As I have 
said, these are the kinds of measures that can 
be changed quickly, and without any long 
delays. 

This measure will restrict capital cost al- 
lowances for certain classes of assets during 
the three-year period following acquisition, 
by applying the normal rates to part only of 
the capital cost of the assets. It will apply to 
the classes that include most kinds of build- 
ings, machinery and equipment, but not to 
heavy construction equipment, pipelines or 
the generating and distributing equipment of 
public utilities. 

For those who need to know more precisely 
what is affected I should make it clear that 
the classes involved are numbers 3, 6, 8, 9, 10, 
11 and 16. The effect of this measure is 
approximately the same as if we had reduced 
the rates for classes 3, 6 and 8 by one-half, 
and for the other classes by ten percentage 
points. The exact details can be found in the 
Regulations which I will ask leave to table at 
the end of my speech. 

It will not apply to property acquired 
under written contracts which can be shown 
to have existed tonight, to assets which have 
been used before tonight, nor to assets which 
are acquired for installation and use in desig- 
nated areas, or those covered by the special 
temporary classes established as incentives. 

We have for many years used increased 
rates of capital cost allowances as induce- 
ments for accelerating business investment. 
Indeed we have been using them recently. It 
is logical that we should now use reductions 
in these allowances to induce business to 
defer a part of its investment. 

The other temporary measure is designed 
to divert and immobilize temporarily a mod- 
est portion of the flow of funds that is the 
chief source of finance for the increasing 
capital expenditure of businesses. I am 
proposing a wholly new device—a refundable 
tax on cash profits. It would be payable by 
all corporations not exempt from tax under 
Section 62 of the Income Tax Act, and by 


certain types of trusts on specified types of 
income. The base for the tax would be the 
taxable income of the company for the cur- 
rent year, less the income tax payable there- 
on, plus capital cost allowances deducted in 
determining income, plus depletion allow- 
ances and certain other items that are 
specified in the Resolution. In determining 
the tax base we would deduct from this 
adjusted net taxable income principal pay- 
ments due and made on the debt of the 
company which had an original term of three 
years or longer under written loan contracts 
existing tonight. This is more precisely de- 
scribed in the Resolution. There will be a 
general deduction of $30,000 which should be 
adequate to mitigate the impact of the tax on 
smaller businesses which do not have ready 
recourse to the capital market. The appropri- 
ate rate of tax has involved a difficult judg- 
ment but I have decided on percent 
bearing in mind the many items added and 
deducted in establishing the -base.Further 
details are given in the Resolution, and the 
measure itself will be incorporated as a sepa- 
rate temporary part added to the Income Tax 
Act. 


This refundable tax would be payable 
monthly commencing in May this year for a 
period of 18 months. The monthly payments 
would be made on an estimated tax base 
computed by reference to the present or 
immediately preceding tax year subject to 
adjustment at the end of the period. 


The amounts received under this new 
measure would be repaid, with interest at 5 
per cent, after an interval of 18 to 36 months 
after receipt. The specific period within this 
range would be determined by the Govern- 
ment in the light of the economic prospects as 
assessed late in 1967. 


There will of course be problems to be 
solved in working out the details of a novel 
measure of this kind, and I shall welcome 
constructive suggestions from those affected 
by it or those expert in tax matters or 
economics as to how we can best accomplish 
the essential purpose of this measure with the 
least amount of unnecessary disruption. Some 
changes in investment plans should result, of 
course, since this is the purpose of the meas- 
ure. I would appreciate receiving such 
suggestions first in writing, or in the House 
during the debate on the Budget itself, so I 
can take them into account as early as possi- 
ble, in the framing of the legislation. 

e@ (9:10 p.m.) 

It is difficult to assess with any accuracy 
the quantitative effects of these new meas- 
ures relating to capital expenditures. The 
temporary reduction in capital cost allow- 
ances below normal levels will act in the 
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right direction in bringing about some post- 
ponement of capital expenditures. It will also 
increase our corporate tax revenues. The 
prospect of the reduction and later elimina- 
tion of the sales tax on machinery and equip- 
ment will be a more powerful incentive to 
postpone capital expenditures. The refunda- 
ble tax on cash profits should yield I would 
think something of the order of a quarter of a 
billion dollars in a full year. All in all, I 
would think it reasonable to expect that these 
three measures taken as a whole might result 
directly and indirectly in a reduction by a 
third of a billion dollars this year of the 
intended increase in business investment ex- 
penditure. 

That increase—not the total; just the in- 
crease itselfi—was estimated at about one and 
one-quarter billion dollars in the Public and 
Private Investment Outlook for 1966. This 
reduction in the rate of increase would be 
only a moderate one, but should serve to 
bring the total increase much closer into line 
with “he increase in our capacity to produce 
what is demanded taking into account that 
there is some spare capacity available in 
designated areas. Similarly it should restrain 
the increase that would otherwise occur in 
the current account deficit of our balance of 
payments. The aftermath of these deferments 
should help to maintain a high level of 
business investment in future years and thus 
contribute to sustained growth, because the 
house will have noticed that all these meas- 
ures have a very stimulating effect, eventual- 
ly, on the level of construction, and thus help 
to stretch out our business prosperity. 


Resulting Budgetary and Cash Position 


Drawing together the effects upon our 
revenues and budget position of the results of 
these various measures requires consideration 
of the effect of them on total expenditures 
and incomes and thus on our revenues from 
existing taxes. The department estimates that 
the budget measures as a whole should re- 
strain the increase in Gross National Product 
to something over 84 per cent instead of over 
9 per cent as I mentioned before the tax 
changes. One must recognize that many im- 
ponderables must be assessed in any such 
calculation. We hope and expect that most of 
this reduction would consist of a smaller 
increase in costs and prices. 

Taking this reduction in Gross National 
Product into account I estimate that our 
budgetary revenues, after the tax changes 
will be $8,300 million. This excludes the yield 
of the refundable tax which cannot properly 
be included in revenues for accounting pur- 
poses, though it has similar economic effects 
and I am assuming the statisticians will 
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include it in revenues for the purpose of the national economic accounts figures and their 


national economic accounts. 

With the consent of the House I would like 
to place on Hansard here a table summariz- 
ing our expected revenues from various 
sources making up this total of $8,300 million, 
and the tax revenues which go into the Old 
Age Security Fund. I am including for com- 
parison our preliminary figures for revenues 
in the current fiscal year. 

Mr. Speaker: Is this agreed? 

Some hon, Members: Agreed. 

Mr. Sharp: The table is as follows: 


[Editor’s Note: The table above referred to 
is as follows:] 
Table 4 
Budgetary and Old Age 
Security Fund Revenues 


1966-67 
1965-66 Forecast 
Prelim- after Tax 
nary Changes 
$ million $ million 
Personal Income Tax 2,150 2,378 
Corporation Income 
Tax 1,610 1,731 
Non-resident with- 
holding tax 170 177 
Estate tax 107 101 
Customs duties 676 749 
Sales tax 1,385 1,475 
Other duties and taxes 734 Vitis} 
Total taxes 6,832 7,384 
Non-tax revenues 841 916 
Budgetary revenues 7,673 8,300 
Old age security fund 
revenues 1,163 LePage ee 
Total revenues 8,836 9,577 


Setting these revenues against our budget- 
ary expenditures of $8,450 millions leaves us 
with a budgetary deficit of $150 million for 
the new fiscal year—again disregarding the 
yield of the refundable tax. In terms of the 
national economic accounts, where I am in- 
cluding as revenue the yield of this refunda- 
ble tax, I am forecasting a surplus of about 
$615 million, compared with $494 million in 
the year now closing. These figures do not 
include the accumulation of funds in the 
Canada Pension Plan, which will be shown 
Separately in the statistics. Such accumula- 
tion will be an additional source of national 
Savings, as will be the corresponding item for 
the Quebec plan. I shall include with the 
budget papers as an appendix to Hansard if 
the House will agree, tables giving these 


reconciliation with the budgetary accounts. 


We have of course many substantial trans- 
actions outside our budgetary accounts 
which must be taken note of in assessing oul 
overall position. Our loans and investments 
will be higher this coming year than in the 
year now closing, chiefly because of Expc 
1967 whose cash requirements will be at a 
peak this year. Another large factor will be 
our disbursements of Municipal Development 
Loans which will be high as projects are 
completed and interim financing is refunded 
by drawing upon the loans we have ap- 
proved. On the other hand our non-budgetary 
receipts, apart from public debt transactions, 
will be down modestly, apart from the re- 
fundable tax—which I would leave out of 
account for the present, as well as any 
change in the level of our exchange reserves. 
The net balance of non-budgetary items on 
this basis I would expect to be a requirement 
of about $350 million compared with $163 
million last year. Adding this to the budget 
deficit would give a total requirement for 
cash of about $500 million this year compared 
to $187 million shown in the White Paper for 
the year now closing. 


I do not propose that we should disburse 
the funds we receive from the refundable tax 
as we do normal revenue. Instead I would 
plan to hold it as an addition to whatever 
cash balances we would otherwise hold, un- 
less economic circumstances change and 
make it economically desirable for us to 
borrow less and ease the pressure on the 
capital market. 


I should also recall that in our balance of 
payments arrangements with the United 
States the government has agreed that it 
would aim to reduce its exchange reserves to 
a range that would center around $2,600 
million. This would involve a reduction of an 
order of magnitude of about $200 million 
from the figure at the beginning of this 
month. However, the Government of Canada 
may either have to purchase Canadian securi- 
ties held in the United States or itself borrow 
in the United States, depending on the re- 
quirements of our balance of payments and 
the borrowing which others do outside 
Canada. Consequently I believe we should 
not try at this time to forecast the effect of 
these prospective changes in our reserves and 
related transactions upon our requirements 
for cash in Canada. 


Our cash balances now, very near to the 
beginning of the year for which we are 
budgeting, are reasonably high. The extent to 
which we should draw them down rather 
than borrow to meet our cash requirements 
will be a matter to be decided upon from 
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time to time during the year depending upon 
the state of the capital market, monetary 
policy and other economic circumstances. In 
this new fiscal year it is evident that our debt 
management decisions and operations will 
have an important role to play in our general 
economic policy. 


I should point out that the accumulation 
and investment of funds under the Canada 
Pension Plan, though large, will have little 
bearing upon our accounts or financing since 
we lend all these funds, except working 
balances, to the provincial governments or 
their agencies in accordance with the Canada 
Pension Plan act. 


Concluding Remarks 


_Before concluding I should like to make 
two points briefly. The Economic Council for 
Canada in its first Annual Review, in describ- 
ing the conditions and policies which it con- 
sidered necessary to reach our economic goals 
—as indicated in the Act establishing the 
Council—called for “Responsible restraint in 
both wage demands and business pricing poli- 
cies, with clearer recognition that failure to 
maintain reasonable price and cost stability 
will frustrate the attainment of other basic 
economic objectives, such as balance of pay- 
ments viability and high employment, while 
also comprising our capacity to achieve 
steadily advancing living standards for the 
Canadian people, reasonable profitability of 
business, and the maintenance of purchasing 
power of pensions and savings.” This is a 
time when all Canadians should observe such 
restraint, in our own long term interest, and 
resist the temptation to exploit the bargain- 
ing positions which the present boom pre- 
sents to many in the country. 


Secondly, we need more saving on the part 
of Canadians, and more investment in the 
capital assets of Canada’s economy—private 


and public. We need it now more than ever 
before in normal peacetime. A modest in- 
crease in saving at the cost of reducing 
personal expenditure in boom times is a 
means by which Canadians, as individuals, 
can contribute to the success of national 
economic policy. The poor that remain among 
us cannot be expected to save more this 
way—but those of average incomes and better 
can. 


[Translation] 


I need hardly say that as a new Minister of 
Finance I would have preferred the main 
features of my first Budget to be proposals to 
reduce taxation. But we can all take satisfac- 
tion from the fact that our problems are no 
longer the problems of overcoming slackness 
or stagnation but those of managing growth 
and prosperity. Our task is to sustain the 
longest economic expansion in Canadian his- 
tory. 


[English] 


I want to take this opportunity to express 
my warm appreciation of the contribution to 
this expansion that was made by the policies 
of my predecessor the hon. Member for 
Davenport (Mr. Gordon). 


@ (9:20 p.m.) 


I believe the measures I have proposed 
tonight will serve to moderate but by no 
means eliminate the increase in demand on 
our economy this year. Our situation calls for 
some restraint in expansion; it does not call 
for deflation. As a nation we should ease up 
our foot on the gas pedal, not slam on the 
brakes. We want growth, but sustained 
growth, not erratic fluctuations. The keynote 
of this budget is moderation. This is what is 
needed today if we are to guide our economy 
towards successive years of expansion and 
continued prosperity. 
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INCOME TAX ACT RESOLUTION 


Resolved that it is expedient to introduce a 
measure to amend the Income Tax Act and to 
provide among other things: 


1. That for the 1967 and subsequent taxa- 
tion years the deduction from individual in- 
come tax equal to the lesser of 10 per cent of 
basic tax or $600, described in subsection (4) 
of section 33 of the said Act, be replaced by a 
deduction equal to the lesser of 20 per cent of 
basic tax or $20, and that for the 1966 
taxation year the deduction be equal to the 
aggregate of 

(a) 4 per cent of basic tax or $240, which- 
ever is the lesser, and 

(b) 12 per cent of basic tax or $12, which- 
ever is the lesser. 


2. That for the 1967 and subsequent taxa- 
tion years, 

(a) a gift made to a charitable organization 
in Canada exempt from tax by paragraph (e) 
of subsection (1) of section 62 or to a corpora- 
tion or trust resident in Canada exempt from 
tax by paragraph (f) or (g) of that subsection 
may be deducted in computing taxable in- 
come for the year only if the donee is a 
registered Canadian charitable organization, 
and for this purpose a registered Canadian 
charitable organization shall mean 

(i) a charitable organization in Canada ex- 
empt from tax by paragraph (e) of subsection 
(1) of section 62 or a corporation or trust 
resident in Canada exempt from tax by para- 
graph (f) or (g) of that subsection, or 

(ii) a branch, section, parish, congregation 
or other division of an organization described 
in (i) that receives donations on its own 
behalf, 


that has been registered in a prescribed man- 
ner with the Minister of National Revenue 
and has filed a return in prescribed form; and 

(b) the aggregate of gifts that a taxpayer 
may deduct in computing his taxable income 
for a taxation year by virtue of paragraph (a) 
of subsection (1) of section 27 of the Act may 
include a gift made 

(i) to the United Nations or any agency 
thereof, 

(ii) to a university outside Canada pre- 
cribed to be a university the student body of 
which ordinarily includes students from 
Canada, or 


Gii) to a charitable organization outside 
Canada to which Her Majesty in right of 
Canada has made a gift during the calendar 
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year coinciding with or ending in the taxa- 
tion year. 

3. That with respect to bonds or other 
obligations issued after April 15, 1966, inter- 
est on such bonds or other obligations 

(a) of or guaranteed by the Government of 
Canada, 

(b) of the government of a province, 

(c) of an agent of a province, an education- 
al institution or a hospital, where repayment 
of the principal amount thereof and payment 
of the interest thereon is guaranteed by the 
government of the province, or 

(d) of a municipal or local government 
established under provincial law, 
be exempt from the 15% non-resident with- 
holding tax. 


4. That with respect to taxation years 
ending after March 29, 1966, a corporation 
whose principal business during the year 
after that date was trading or dealing in 
bonds, shares or debentures will not be eligi- 
ble to pay tax at the special 15 per cent rate 
of tax provided by section 70 of the said Act. 


5. That with respect to dividends received 
after March 29, 1966, a non-resident-owned 
investment corporation may not deduct from 
its income in computing its taxable income a 
dividend received by it from another non- 
resident-owned investment corporation other 
than a dividend paid by a non-resident- 
owned investment corporation that had previ- 
ous to the payment of the dividend, and at a 
time when it was taxable as a non-resident- 
owned investment corporation, paid dividends 
(other than dividends on which no tax was 
payable under the said Act) the aggregate 
amount of which is not less than the corpora- 
tion’s surplus determined in the manner pre- 
scribed for purposes of subsection (la) of 
section 106 of the said Act for taxation years 
for which it was not taxable as a non- 
resident-owned investment corporation. 

6. That for the 1966 and subsequent taxa- 
tion years an employee may not deduct in 
computing his income an amount in respect 
of tuition fees paid on his behalf by his 
employer in excess of the amount included in 
his income in respect of the said fees. 


7. That with respect to a benefit received 
after March 29, 1966 by virtue of a plan 
under which a corporation agrees to sell or 
issue shares to its employees, the rules de- 
scribed in subsection (2) of section 85A of the 
said Act that an employee may elect to use to 
calculate the amount of tax on the said 


benefit be amended so that the 20 per cent of 
the amount of the benefit referred to in 
subparagraph (ii) of paragraph (b) of the said 
subsection will not exceed $200, but that this 
amendment shall not apply if the right to 
acquire shares was given to the employee 
before 1965 and the benefit is received before 
January 1, 1967. 


8. That it be declared for greater certainty 
that the expression “in Canada” in the said 
Act includes and has always included the sea 
bed and sub-soil of the submarine areas 
adjacent to the coasts of Canada in respect of 
which grants are issued, by the Government 
of Canada or of a province, of a right, license 
or privilege to explore for, drill for or take 
any materials or substances. 


9. That with respect to operations that 
come into commercial production after March 
29, 1966, the definition of a mine be amended 
so that all wells, the material that is extract- 
ed from sylvite deposits by means of which is 
sent to a single plant for processing, be 
deemed to be one mine, and that where an 
operation that would qualify as a mine by 
reason of an enactment based on this resolu- 
tion came into commercial production within 
the 3 years preceding March 29, 1966, that 
part of the income of the operator thereof 
that is attributable to commercial production 
therefrom in the part of the first 36 months 
of such operation that falls after March 29, 
1966, shall be deemed to be income from the 
operation of a mine. 


10. That the date before which a new 
manufacturing or processing business must 
have commenced manufacturing or process- 
ing in reasonable commercial quantities in a 
designated area in order to qualify for an 
exemption from tax on its income from such 
operations for 36 months after the commence- 
ment of operations be changed from April 1, 
1967 to April 1, 1968 in the case of a manu- 
facturing or processing business where evi- 
dence satisfactory to the Minister of Industry 
is furnished to establish that: 

(a) the facilities to be used in the said 
business were in the process of being con- 
structed, installed or assembled on the site of 
the proposed business premises on March 29, 
1966, and 

(b) the said business is unable to commence 
manufacturing or processing in reasonable 
commercial quantities before April 1, 1967, by 
reason of an event beyond the control of the 
said business. 
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11. That the provisions of section 79C of 
the said Act dealing with deferred profit 
sharing plans be revised and in particular 
that the said provisions: 


(a) authorize the Governor in Council to 
make regulations to define the property in 
which funds of a trust governed by a plan 
may be invested, 

(b) require that property of a trust gov- 
erned by a plan be vested in the employees 
who are beneficiaries under the plan, and 

(c) provide rules for taxing amounts re- 
allocated when employees who are benefici- 
aries under a plan cease to be beneficiaries 
under the plan. 


12. That paragraph (u) of subsection (1) of 
section 11 be amended to provide that the 
deduction from income provided thereunder 
shall not apply with respect to amounts paid 
after March 29, 1966, to a trustee under a 
deferred profit sharing plan. 


13. That section 79A of the Act, dealing 
with supplementary unemployment benefit 
plans, be amended to provide for the regis- 
tration of such plans for the purposes of the 
said Act and to authorize the making of 
regulations governing the qualifications re- 
quired of such plans for registration. 


14, That with respect to each taxation year 
included in whole or in part in the period 
commencing May 1, 1966, and ending October 
31, 1967, a special refundable tax at the rate 
of 5 per cent shall be payable by all corpora- 
tions that are not exempt from tax under the 
said Act by virtue of section 62 thereof and 
by all trusts (other than trusts arising on 
death) calculated, in the case of a corpora- 
tion, on a tax base (hereinafter called the 
corporate tax base) comprising the aggregate 
of 

(a) its taxable income or loss, 

(b) amounts deducted under paragraph (a) 
of subsection (1) of section 11 in computing 
its income, 

(c) amounts deducted under paragraph (b) 
of subsection (1) of section 11 in computing 
its income, 

(d) business losses sustained in other years 
that are deducted in computing its taxable 
income, 

(e) the amount by which any amounts 
deducted under section 83A of the said Act in 
computing its income exceed any expenses 
described in that section actually incurred by 
it in the year, 


(f) dividends received from corporations 
described in paragraphs (d) and (e) of subsec- 
tion (1) of section 28 of the said Act that are 
deducted in computing its taxable income, 
and 

(g) income from the operation of a mine 
not included in computing its income by 
virtue of subsection (5) of section 83 of the 
said Act, minus the aggregate of 

(h) $30,000, but where the corporation is 
associated with one or more other corpora- 
tions in the year, than 30-35ths of the amount 
allocated to it for the year under subsection 
(3) or (3a) of section 39 of the said Act, 

(i) the aggregate of the payments made in 
the year by the corporation (not exceeding 
the aggregate of the amounts specified in 
sub-paragraphs (b) and (e)) each of which 
was a payment as or on account of principal 
made in retirement of a debt owed by the 
corporation or made into a sinking fund that 
under an agreement in writing entered into 
before March 30, 1966 was required to be 
established for the purpose of the retirement 
of a debt owed by the corporation, if 

() the original term for full repayment of 
the debt was three years or longer, 

(ii) the payment was required to be made 
in the year under an agreement in writing 
entered into before March 30, 1966, and 

(iii) the payment was made to a person 
with whom the corporation was dealing at 
arm’s length, 

(j) payments made in the year by the 
corporation to redeem shares of its capital 
stock where such redemption was authorized 
by or on behalf of the corporation before 
March 30, 1966, or required by an agreement 
in writing enteréd into before that day, and 


(kK) the following taxes payable by the 
corporation in respect of the year, namely 

(i) income tax payable to Her Majesty in 
right of Canada, 

(ii) income tax and logging tax payable to 
Her Majesty in right of a province, and 

(iii) income and profits taxes payable to the 
government of a country other than Canada, 
and in the case of a trust, on a tax base 
(hereinafter called the trust tax base) com- 
prising the aggregate of 

(J) its income or loss from all businesses 
carried on by it, 


(m) its rental income not included in com- 
puting the amount determined under sub- 
paragraph (1), 
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(n) amounts deducted under paragraph (a) 
of subsection (1) of section 11 in computing 
the amounts specified in subparagraphs (1) 
and (m), and 

(o) amounts deducted under paragraph (b) 
of subsection (1) of section 11 in computing 
the amounts spectified in subparagraphs (1) 
and (m), minus the aggregate of 

(p) $30,000, 

(q) the aggregate of the payments made in 
the year by the trust (not exceeding the 
amount specified in subparagraph (n) each of 
which was a payment as or on account of 
principal made in retirement of a debt owed . 
by the trust, if 

(i) the original term for full repayment of 
the debt was three years or longer, 

(ii) the payment was required to be made 
in the year under an agreement in writing 
entered into before March 30, 1966, and 

(iii) the payment was made to a person 
with whom the trust was dealing at arm’s 
length, and 


(r) income and profits taxes payable in 
respect of the year to the government of a 
country other than Canada. 


15. That for the purposes of the special 
refundable tax, the corporate tax base and 
trust tax base for any taxation year part of 
which is before May 1, 1966 or after October 
31, 1967, shall be that proportion of the said 
tax base that the number of days in the 
taxation year that are after April 30, 1966 or 
before November 1, 1967, as the case may be, 
is of the total number of days in the taxation 
year. 


16. That payment of the special refundable 
tax shall be made, 


(A) in the case of a corporation, in monthly 
installments on the last day of each month 
commencing with May 31, 1966, and ending 
with October 31, 1967, with each installment 
calculated by reference to the corporate tax 
base for the same taxation year of the corpo- 
ration as is used in computing or estimating 
the corporation tax payment that is due on 
the same day, and 

(B) inthe case of a trust, in equal install- 
ments on June 30, September 30 and De- 
cember 31, 1966, and in equal installments on 
March 31, June 30 and September 30, 1967, 
calculated by reference to the trust tax base 
for the preceding taxation year or the es- 
timated trust tax base for the taxation year 
in which the installments are paid. 


17. That each installment of special refund- 
able tax shall be, 
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(a) in the case of a corporation, that pro- 
portion of the tax calculated or estimated to 
be payable for the taxation year, that one is 


| of the number of installment payment dates 


in the taxation year that are after April 30, 
1966, and before November 1, 1967, and 


(b) in the case of a trust, one third of the 
tax calculated or estimated to be payable for 


_ the taxation year, 


and that 


(c) the final adjusting payment, if any, shall 
be due, in respect of each taxation year, three 
months after the end of the taxation year, 
and 


(d) a return in prescribed form shall be 
filed by a corporation within six months from 
the end of each taxation year, and by a trust 
within ninety days from the end of each 
taxation year. 


18. That the special refundable tax shall be 
refunded together with interest at 5% per 
annum to taxpayers at such time or times as 
may be prescribed but not less than 18 
months nor more than 36 months after the 
later of 

(a) the day on which the payment of tax to 
be refunded was due; or 

(b) the day on which the payment of tax to 
be refunded was paid. 


EXCISE TAX ACT RESOLUTION 


Resolved that it is expedient to introduce a 
measure to amend the Excise Tax Act and to 
provide among other things: 


1. That effective March 30, 1966, 

(a) dies, jigs, fixtures and moulds, 

(b) patterns for dies, jigs, fixtures and 
moulds, and 

(c) tools for use in or attachment to produc- 
tion machinery that are for working materi- 
als by turning, milling, grinding, polishing, 
drilling, punching, boring, shaping, shearing, 
pressing or planing, 
when for use by manufacturers or producers 
directly in the manufacture or production of 
goods, be exempt from sales tax. 


2. That the combined rate of tax under the 
said Act and the Old Age Security Act on the 
following goods (other than goods described 
in paragraph 1) shall, effective April 1, 1967, 
be reduced to 6% and effective April 1, 1968, 
be reduced to zero, namely: 

(a) machinery and apparatus sold to or 
imported by manufacturers or producers for 
use by them directly in the manufacture or 


production of goods, 


(b) equipment sold to or imported by manu- 
facturers or producers for use by them for 
exhausting dust and noxious fumes produced 
by their manufacturing or producing opera- 
tions, 


(c) safety devices and equipment sold to or 
imported by manufacturers or producers for 
use by them in the prevention of accidents 
in the manufacture or production of goods, 


(d) equipment sold to or imported by 
manufacturers or producers for use by them 
in carrying refuse or waste from machinery 
and apparatus used by them directly in the 
manufacture or production of goods, 


(e) gasoline-powered and diesel powered 
self-propelled trucks mounted on rubber-tired 
wheels for off-highway use exclusively at 
mines and quarries, 


() internal combustion tractors, other than 
highway truck tractors, for use exclusively in 
the operation of logging, such operation to 
include the removal of the log from stump to 
skidway, log dump, or common or other 
carrier, 

(g) logging wagons and logging sleds, 

(h) machinery, logging cars, cranes, captive 
balloons having a volume of 150,000 cubic 
feet or more, blocks and tackle and wire 
rope; all the foregoing for use exclusively in 
the operation of logging, such operation to 
include the removal of the log from stump to 
skidway, log dump, or common or other 
carrier, 


@) pipes or tubes commonly known as 
“oil-country goods”, being casing or tubing 
and fittings, couplings, thread protectors and 
nipples therefor; drill pipe; all of the forego- 
ing for use in connection with natural gas or 
oil wells, 

(j) machinery and apparatus, including 
drillings bits and seismic shot-hole casing, for 
use in exploration for or discovery or devel- 
opment of petroleum, natural gas or miner- 
als, 

(k) repair and maintenance equipment sold 
to or imported by manufacturers or produc- 
ers for use by them in servicing goods de- 
scribed in subparagraphs (a) to (j) that are 
used by them, 

(1) parts for goods described in sub-para- 
graphs (a) to (k), 

(m) drilling mud and additives therefor, 

(n) geophysical surveying precision instru- 
ments and equipment for use exclusively in 
prospecting for, or in the exploration and 
development of, petroleum, natural gas, water 
wells and minerals, or for geophysical studies 


for engineering projects, including the follow- 
ing: magnetometers; gravity meters and other 
instruments designed to measure the ele- 
ments, variations and distortions of the natu- 
ral gravitational force; field potentiometers, 
meggers, non-polarizing electrodes, and elec- 
trical equipment for making measurements in 
drill holes; instruments and equipment for 
seismic prospecting; geiger muller counters 
and other instruments for radioactive meth- 
ods of geophysical prospecting; electrical and 
electronic amplifying devices and electrical 
thermostats designed to be used with any of 
the foregoing; repair parts, tripods and fitted 
carrying cases for any of the foregoing, and 

(o) articles and materials for use in the 
manufacture of goods described in sub-para- 
graphs (a) to (n) but not including: 

(p) goods for use by persons exempt from 
payment of consumption or sales tax under 
subsection (2) of section 34 of the said Act, 

(q) office equipment or 


(r) motor vehicles except those described in 
sub-paragraphs (e) and (h). 


3. That effective March 30, 1966, the con- 
sumption or sales tax on goods described in 
paragraph 2 that are produced or manufac- 
tured in Canada shall be imposed, levied and 
collected at the rate of tax in effect at the 
time when the goods are delivered to the 
purchaser and shall be payable at the time or 
times provided in paragraph (a) of subsection 
(1) of section 30 of the said Act. 


4. That effective March 30, 1966, stained 
glass windows of handmade or hand rolled 
glass technically called antique glass and 
materials for use exclusively in the manufac- 
ture thereof be exempt from sales tax. 


5. That effective March 30, 1966, natural 
gas be exempt from sales tax. 


6. That effective March 30, 1966, fuel oil for 
use in the generation of electricity be exempt 
from sales tax. 


7. That effective March 30, 1966, a person 
engaged in the business of retreading tires be 
deemed to be a producer or manufacturer. 


8. That effective March 30, 1966, prepared 
surgical skin closure devices, plastic surgical 
drapes for use during surgical operations, 
artificial teeth and articles and materials for 
use in the manufacture of the foregoing be 
exempt from sales tax. 


9. That effective March 30, 1966, the pres- 
ent exemption from sales tax for lobster 
pots, lobster traps, and materials to be used 
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in the manufacture thereof be extended to 
include crab or shrimp pots, crab or shrimp 
traps, and materials to be used in the manu- 
facture thereof. 


10. That effective March 30, 1966, the pres- 
ent exemption from sales tax for steel pens 
and complete parts thereof for farm animals 
be extended to include steel stalls and com- 
plete parts thereof for farm animals. 


11. That effective March 30, 1966, tobacco 
dryers, not including buildings, for use on the 
farm for farm purposes only, parts therefor 
and articles and materials for use in the 
manufacture thereof be exempt from sales: 
tax. 


12. That effective March 30, 1966, vegetari- 
an food products manufactured from vegeta- 
ble and mineral ingredients to simulate meat 
products and materials for use in their manu- 
facture be exempt from sales tax. 


13. That effective July 1, 1966, 

(a) dressers and dyers of furs shall be 
subject to sales tax on the aggregate of the 
current market value of raw furs dressed or 
dressed and dyed by them and the dressing 
or the dressing and dyeing charge, and 

(b) dyers of furs who dye tax-paid dressed 
furs shall be subject to sales tax on the 
dyeing charge only, and that for the purpose 
of the said Act, dressed or dressed and dyed 
furs shall be deemed not to be partly manu- 
factured goods and shall be deemed to be sold 
at the time they are delivered out of the 
possession of the dresser or dyer. 


14, That effective July 1, 1966, where tax- 
paid dressed or dressed and dyed furs are 
delivered to a producer or manufacturer to 
be incorporated by him into articles on which 
sales tax is payable, a deduction from tax 
payable shall be allowed to such producer or 
manufacturer equal to the tax paid on the 
dressed or dressed and dyed furs less the 
amount of any deduction previously allowed 
in respect of such tax. 


15. That effective March 30, 1966, where by 
the said Act or An Act to amend the Excise 
Tax Act, Chapter 12 of the Statutes of 
Canada 1963, a deduction from or refund of 
tax is provided for or a payment by the 
Minister in an amount equal to tax paid is 
provided for, and circumstances exist which 
render it difficult to determine the exact 
amount of such deduction, refund or payment 
by the Minister, the Minister may, with the 
consent of the person entitled to such deduc- 
tion, refund or payment, grant a deduction or 
refund or pay an amount determined, in such 
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manner as the Governor in Council may by 
regulation prescribe, to be the correct deduc- 
tion, refund or amount. 


16. That effective March 30, 1966, the tax 
imposed under section 5 of Schedule I of the 
said Act on electron tubes, not including 
cathode ray tubes, the duty-paid value or the 
sale price of which, as the case may be, does 
not exceed five dollars per tube, be changed 
from “fifteen per cent, but not less than ten 
cents per tube’’, to “ten cents per tube’’. 


17. That effective March 30, 1966, the tax 
imposed under section 3 of Schedule I of the 


said Act on devices commonly known as 
lighters be changed from “ten per cent but 
not less than ten cents per device’ to “ten 
cents per device’’. 


18. That effective March 30, 1966, in cal- 
culating the sale price of goods manufactured 
in Canada for the purpose of determining the 
excise tax payable under Part IV of the said 
Act, there shall not be included the amount 
charged as price for or in respect of any 
other goods contained in or attached to the 
wrapper, package, box, bottle or other con- 
tainer in which the goods are contained. 


FEDERAL GOVERNMENT REVENUE AND EXPENDITURE 
ON NATIONAL ACCOUNTS BASIS 


1966-67 

forecast 

1965-66 after tax 

1964-65 estimate changes 


(millions of dollars) 


A. Revenue 
leelirect Gaxess persOnsemeet: Cotas cece ete nace tice cretieneneieeiersie caesar 2,630 2,758 3,045 
DME Direct Taxes, COLDOLALIONS © aces cee ore 0 cru haces icine stekiepeeke 1,477 1,624 1,770 
SM VOTUNGAA DLS CAXM CE ee ee eae nis tie manere sieietes — — 160 
AMAVVATIO LG Oe CAXGoMnIn tte hie oe te cer tieerrares ae eietertsre ee mere cous 147 170 178 
EINGdirectitaxestu. Jasna. SLR ARE. BIE CRIES. BENS! 2,920 3,341 3,564 
(R, Wiknsermeatel ue to(sopaot®): 01.0.9 Sen DAI OGG Con oo OT ReIn De OOO ce UC Onc 571 630 758 
Mae NSUrAUCe: ANG PENSION MUNG Stee c eget satele pete hoiske olay awe) setetater ele eye 580 607 662 
MMLC GET'S WET IO Sera eeta coe are ies goBee Par san) axe che cheer. gens: syatehaettelstnata laverelsi 8,325 9,130 10,137 

B. Expenditure 
iC oodsiand services Gelence er sie eclosion s ale sielsisie ci ccolsisis see 1,589 1,565 1, 634 
PC oods and senvices: Others aoc cmaceciirsts oa talsire clelsisis © 01 helelo State's 1,500 1,794 i He 
SRL TANsiCrs COMPCTSOUSs pee seals siete era erainole so ler eleners ail olel mie) s)s) oYalel=l~ 2,263 2,345 qin 
4, Interest on public debt 1,012 1,057 ste 
i, Shi seite VCE Aon al, one Geta naire a aan como 260 a a 
GmeCapitall Assistancensa srs lelcies -teiniel ne ler lear aris eis ste hole) ere 82 Meet 
7. Transfers to other levels of government................05++00005 1,340 1,466 ; 
Ree Motaltexpenc eure. q-cine--cvele servis se elect ciety Wiese Felessaieisiais cel sieist aie 8,046 8, 636 9,522 

C. Surplus (+) or deficit (—)......... 0. cece eee eee ee eee eee eee ences +279 Bes +615 


a 


() Excludes taxes on government business enterprises. These taxes are included with government investment 


income. 
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FEDERAL GOVERNMENT REVENUE RECONCILIATION OF PUBLIC ACCOUNTS - 
AND NATIONAL ACCOUNTS PRESENTATIONS 


bp ee ee eS ee a ee eee eee eee eee ee 
ea en se EES a eee 


1966-67 

forecast 

1965-66 after tax 

1964-65 estimate changes 


a a re Se ee eee ee es ee eee ee ee eee ee 


(millions of dollars) 


Heb Ud setlaryrevien lew... tee ae het ee eee Ys. Ue a | 88 7,180 7,673 8,300 
2. Supplementary period adjustment”) ...........00. cece cece cseccecee —42 +44 +8. 
3. Extra-budgetary revenues 
Idvage security tax'collections.©..6.20....0: sede ccssecscccseee. 959 1,170 1,276 
Unemployment insurance employer-employee contributions. ... 310 328 343 
Government pension funds, employer-employee contributions... 270 279 319 
Prairie Farm Assistance Act levy............2...c+sscseeevese 10 10 10 
Interest receipts of social insurance and pension accounts....... 158 180 205 
4. Corporate income tax‘): excess (+) of accruals over collections..... —162 —114 —109 
Dsl Retunda blestaxamemwren Pie rr Me ne en hr he — — 160 
6. Profits before taxes (net of losses) of government business enter- 
PIISES nee se oeten ce Oe OE Bee LEIA 8 Ure 2 © 226 247 299 
7. Interest on loans, advances and investments....................... 187 203 254 
8. Less: Budgetary return on investments...............-+e-000.-.... —382 —A477 —498 
OMpuess:-Postalmrevenlennrn: ier tee ee ee ee —231 —236 —245 
10. Budgetary revenue items offset against budgetary expenditures“). —125 —132 —147 
11. All other adjustments to budgetary revenue™..................... — 33 — 45 — 38 
12, Total revenue, National Accounts basis.............0.0.cccececeeee 8,325 9,130 10, 137 


ee ee ee Ce 


{ In the national accounts, revenues in the supplementary period are shifted to the following fiscal year. 

(2) ‘Taxes on government business enterprises are excluded from this item and included in item 6. 

(8) See also line 8, expenditure reconciliation. 

‘) These adjustments are largely revenue items not relevant for the national accounts such as proceeds from sales 
of existing assets. 


{[Mr. Sharp.] 
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FEDERAL GOVERNMENT EXPENDITURE: RECONCILIATION OF PUBLIC ACCOUNTS 
AND NATIONAL ACCOUNTS PRESENTATIONS 


1966-67 
1965-66 forecast after 
1964-65 estimate tax changes 


(millions of dollars) 


Pe ner POCREVLOXPONCLGULC sre. Semon Miers acne sien ea wielere Srensemmeerele aie sot 7,218 7,707 8,450 
2. Supplementary period adjustment™................ 0. cece cece eee — 53 + 58 — 7 
3. Expenditures of extra-budgetary funds 

Oldeace security. 1UNG PAV AMNENtS. occa nis csoe,e ae os sisleeis eivida.ns 885 929 1,035 
Wnemployment insurance benefits. ..-. 0.5.26... cece se oe 335 306 310 
Government pension fund payments........2...0dec0-++e-se oe 101 115 132 
Prairie farm assistance Pay Ments..... 026.654 65.ss sce vines oer 11 10 10 
AMeRraneiersitO OXxtla-DUASCLATY LUNGS: o..0 ccc ane eons we elesssie eyes ers — 63 — 65 — 67 

5. Adjustment to place other government funds and Crown agencies on 
ARCS UTSOINEN OL OASES (2): «eats «oh cee cise ethers Mere tha cle esas amine ate 33 11 57 

6. Budgetary expenditures offset against income of government business 

enterprises— 

Presi. Ounces qravehiqness ea nnnsadac casenueobee son sono sonoconGoss —211 —235 —253 
Deficits of government business enterprises...............+++-- — 92 —126 — 88 
| 7. Reserves and write-offs................. see esses ener teense reese —43 ad) — 26 
8. Budgetary revenue items offset against budgetary expenditure... —125 —132 —147 
_ 9. Other adjustments to budgetary expenditure.................--.-+: 50 93 116 
10. Total expenditure, National Accounts basis............+....++-805> 8,046 8, 636 9,522 
11. Surplus or deficit, National Accounts basis..........-..+-+.++e++05- +279 +494 +615 
12. Surplus or deficit, budgetary basis..............:.eeee cece eee ees (— 38) (— 34) (—150) 
i3eeotal national accountsbaBisn..« «ates wa jeact oe «ott tote ater 8,325 9,130 10,137 


eS 
@ In the national accounts, expenditures on goods and services in the supplementary period are split evenly 
between adjacent fiscal years. Other expenditure items are shifted entirely to the next fiscal year. 
) This adjustment replaces budgetary appropriations to various funds and agencies by the outlays actually 
made by these funds and agencies. 


(3) The largest component of this item consists of revenue from sales of goods and services by the government 
sector. These sales appear as final expenditure of the private sector and are deducted to avoid double counting. 
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FOREWORD 


The purpose of these Papers is twofold: 


I. 


98270—3 


to present a general economic review of 1965, bringing together in 
one place and in convenient form some of the more comprehensive 
indicators of economic conditions prepared by the Dominion Bureau of 
Statistics, the Bank of Canada and other Government Agencies, to- 
gether with brief comments; 


to present a preliminary review of the Government Accounts for the 
fiscal year ending March 31, 1966. 
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The tables and charts in this Budget Paper are based upon estimates pro- 
vided by the Dominion Bureau of Statistics, the Bank of Canada and other 
Government Agencies. Some of the figures appear for the first time; others have 
been published elsewhere. All 1965 estimates are preliminary and subject to 
revision. 
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ECONOMIC REVIEW FOR 1965 


THE CANADIAN ECONOMY—RETROSPECT AND PROSPECT 


The Canadian Gross National Product in 1965 rose by rather more than 
nine per cent. The volume of output of goods and services was about six and a 
half per cent higher than in 1964, while prices rose by about three per cent. 
The 1965 advance in output was a continuation of the expansion which began 
in early 1961 and which has become the longest in Canadian history. 


There have been three chief dynamic elements contributing to this strong 
and sustained expansion. Private investment, following a serious decline after 
1957, began to recover strongly by 1964 and has now reached boom proportions. 
Exports have risen considerably since 1961. Government spending on both 
current and capital account has also increased substantially. Incomes and em- 
ployment have risen accordingly and the number of unemployed has fallen; 
unemployment in the closing months of the year averaged well below four per 
cent of the labour force. Shortages of skilled labour developed during the period 
of peak activity in many areas of the country. 


The increase in incomes was accompanied by further large gains in consumer 
expenditures on goods and services of all kinds. In conjunction with the invest- 
ment programme and the high level of demand there was a sharp rise in imports 
in 1965. Despite the higher level of exports, there was a rise in the balance of 
payments deficit on current account. 


Incomes 


Wages, salaries and supplementary labour income rose more rapidly in 
1965 than in any previous year of the current expansion. This was due to the 
sharp gains in employment achieved during the year, as well as the more rapid 
rise In average earnings, as hourly wage rates rose in many sectors. Among the 
different industries, labour income rose most rapidly in construction, where both 
employment and wage rates rose very rapidly. Sharp increases were also 
recorded in the service and trade sectors, and in manufacturing. 


Profits continued to rise in 1965. The rate of advance appeared about the 
same as that of labour income, but was somewhat below that achieved in 
1964. This rather slower rate of gain in 1965 was associated with higher costs, 
including wage costs, in many sectors. This development is typical of the more 
mature stages of the normal business cycle, and was observed in many manu- 
facturing industries and some of the service industries. Other industries in the 
service group, however, recorded higher profits in 1965. 

Net farm income as estimated in Gross National Product for the first 
three quarters showed a gain of about eight per cent over the same period in 1964. 
Farm cash receipts in the first three quarters of 1965, at $2,659 million, were up by 
over five per cent from the 1964 nine-month total. Receipts from sale of wheat, 
including participation payments, were down slightly, but receipts from sale of 
livestock were up very substantially. 

Net income of non-farm unincorporated business, which rose by nearly six 
per cent in the nine months, was affected largely by improved net income in retail 
trade. Other changes were small and to some extent offsetting. Investment 
income also rose moderately during the nine months. 
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CHART 1 


REAL DOMESTIC PRODUCT, 1961 — 1965 


Quarterly Data Seasonally Adjusted, (IQ 1961 = 100) 
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Expenditures 


The major contributions to the increase in expenditures in 1965 came from 
the rise in consumer expenditures, investment outlays and government spending. 
Exports, after the sharp gains of 1964, expanded more slowly in 1965. 


Purchases of goods and services for private consumption rose by around 
seven and a half per cent in 1965. Expenditures on durable goods rose less 
rapidly than they had done in 1964, while the rise in expenditures on services 
was well maintained and purchases of non-durables accelerated. Price increases 


account for some part in these changes, especially in the area of services and 
non-durable goods. 


Public and private investment expenditures rose very rapidly in 1965, for 
the second year in succession. In particular, new investment in manufacturing 
plant and equipment increased by over 30 per cent in 1964 and 20 per cent in 
1965, with some of the commercial services recording gains of almost equal 
magnitude. Housing and social capital expenditures were also a major feature 
in the 1965 capital programme, with both the needs of industrial expansion and 
the needs of continued population growth pressing upon available resources in 
many areas. As the year wore on, the ability of the construction industry to 
meet the demands placed upon it became strained in many areas,.and the later 


months of the year saw a decline in new apartment starts as the competition 
for mortgage funds intensified. 
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CHART 2 


GROSS NATIONAL EXPENDITURE AND SELECTED 
COMPONENTS IN CURRENT DOLLARS"! 
BY QUARTERS, 1953 — 1965 
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Government purchases of goods and services in 1965 rose by about ten per 
cent from the 1964 level. Spending by provincial governments and municipalities 
increased more than this, while total spending on goods and services by the 


TABLE 5 


CHANGES IN COMPONENTS OF GROSS NATIONAL EXPENDITURE 
OVER THREE POSTWAR EXPANSIONS 


1954-1956 1958-1960 1961-1965 
Annual compound growth rate 
== over period of expansion 
10 Quarters 8 Quarters 18 Quarters 
after 2Q after 1Q after 1Q 
1954 trough 1958 trough 1961 trough 

Personaliexpencituueecsprreie easier os aera eeen ee Nenseen 7.6 5.4 6.8 

IN ONL LES me ELA eA Pe Aaa RA eens ERP aMeeNS. scene 6.0 8.8 6.0 

Tur Ql ese sepevantersriecat e n Maegan «+ 2 5.<.0, 1c SENSE Rr 9.6 4.6 10.8 

ISCTUTCES ENE Senet eons ea sherere tet vSIEE 5 tte ON re enlatet gen etenstans 8.8 8.0 6.4 
Government expenditure on goods and services.............. 9.6 Ga ee 

PCCET eRe Ses 3 eR Bw Nai Haas a RIN oR ON eT O20. —1.3 3.6 

Provincial-Mainierpal..B.. «see ares he deeds ass cies s sleet es 13.6 12.2 9.2 
New residential: constnucuiom\. qed serec.s qatar ey rer aaa 8.8 —1.0 9.6 
New non-residential constructionic..-.0-24. 4406-6 soe s see 22.4 —4,.2 12.0 
New machinery and equipment). 22 25.0.0 sec cue ree terry erocies 15.2 5.4 12.0 
Non-farm businessiinventories--uer 40. eee ceria ee (+$454 m) (+$806 m) (+$ 87 m) 
Harm: and grain InVvenvOnies; +: eho ctrl ae seit s cle (+$222 m) (+$ 86 m) (+$ 15 m) 
Exports: of xoods and! SCrVaACeS)...0-.-.4- «2-52. ae eel = ole 9.2 (fae 1926 
Imports: of goodsiand Servicesi......a0-.. aeceisenoeien cetera er 14.0 6.9 8.8 
Gross National Expenditure at Market Prices............... 10.4 6.7 8.0 
Pinal Demand (exunventories):. 6.1. emiaricece nae ais ee 9.6 4.9 8.0 
GIN CongtanteG. 957) oO OUALSa ean ere reine ois ieee 8.0 4.3 6.4 
Real Non-Agricultural Gross Domestic Product............ 8.0 4.6 6.0 
Per Capita GNE in Constant (1957) Dollars................ 5.2 2.0 4.4 


federal government rose somewhat less. Spending on non-defence items rose 
substantially at the federal level, while defence spending was relatively stable. 
Outlays on capital goods by all levels of government combined increased sharply. 


Exports rose less rapidly in 1965 than they did in 1964. This was partly 
a reflection of the timing of wheat shipments under special contracts, which 
caused total 1964 exports to rise steeply from 1963 levels, and thus affected the 
1965 record by reducing its rate of advance. Non-farm exports rose by some ten 
per cent in 1965, slightly exceeding the rate of gain in Gross National Product. 
Exports to the United States in 1965 rose by about thirteen per cent. In the 
entire current period of expansion, exports have contributed relatively heavily 
to the total growth. Relative rates of growth in the various demand sectors are 
shown in Tables 4 and 5, and are illustrated in Chart 2. 
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TABLE 6 


PER CENT CONTRIBUTION OF GNE COMPONENTS TO TOTAL CHANGE IN GNE— 
THREE POSTWAR EXPANSIONS 


2Q 1954 1Q 1958 1Q 1961 

to to to 
— 4Q 1956 1Q 1960 3Q 1965 

(10 quarters | (8 quarters | (18 quarters 
after after after 

trough) trough) trough) 
Personal expenditure on consumer goods and services........ 43.6 48.9 Dane 
MOTEL) DOLE O00 Span Cantata, AAAS hs a ok othe hs oo 18.8 17.6 IRIE 
LULADIAQOOUSH I rr nc oe: ee Bc a te ae a 7.0 4.8 10.0 
IS ETDICESH AS ERA ER Nd AR ee RELL UE ALS) 17.8 26.6 19.8 
Government expenditure on goods and services.............. 15.6 1 oeD 16.7 
ECORI OM RAN. OE EON Dees ce I LD Vt —-1.5 Bae 
ProwincalkiandyMamnicipalgnet), ats. See Ne. 10.9 17.0 13.6 
Business gross fixed capital formation..............00c00000- 31.6 0.1 el 

New residentialiconstructiony: 4..2.2004.00ek eee e. seid —0.7 4 
New non-residential construction. ...............0.0000- 16.1 —4.9 11.6 

New machinery and equipment.................2-0000- 11.8 5.7 1 

INon=farim DUSINESS INVENOLIES)..6. 4.02. coke ae aioe. nee. ond 33.8 2.5 
Farm inventories and grain in commercial channels......... 7.4 3.6 0.4 
EXports Ouse OOGs ANG ser vaCeSt. rae 0a51 aCe. n aaa ceee See 17.6 19.9 20.2 
Imports of goods and services (—)........0.:.0eeeee.eeeeees —31.0 —21.8 —25.8 
Co INMB iE (@x: OrrOP) ae sakes «och ee SR tts bo. SEER oc ck. ROTO 100.0 100.0 100.0 


Agriculture 


The achievements of the agricultural sector in 1965 were significant. Last 
year’s weather was, on the whole, favourable. In addition to this, however, 
it may be noted that the long-term improvement in agricultural skills has been 
sustained, with the improvement in livestock and plant varieties resulting from 
continued active research also contributing to the rise in real output from the 
farms. Prairie grain acreage was very slightly higher than in 1964 and the crop 
yield, in bushels per acre, was high. Conditions were not uniformly favourable 
for all crops in all areas, and production of vegetables and dairy products in the 
eastern part of the country in the first half of the year was reduced by severe 
drought. Despite this, however, and despite an accelerated flow of workers out 
of the farm sector into non-agricultural industries, agricultural output rose by 
six per cent in the year, from a 1964 level which was itself good in terms of the 
average of the preceding ten years. 


Costs and Prices 


Wage rates on the whole advanced more rapidly in 1965 than in the previous 
year. This trend reflected the growing maturity of the present period of expansion 
and accompanied the generally higher level of utilization of resources achieved 
during the course of the year. In manufacturing as a whole, average hourly 
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earnings” were 5.0 per cent higher than they were in 1964. The advance a year 
earlier had been 3.6 per cent. The acceleration was slightly more marked in 
durable than non-durable goods production. In construction, the advance in 
1965 was 8.5 per cent, compared to a 5.1 per cent gain the previous year. Pro- 
ductivity gains in general were below these levels, so that labour costs per unit of 
output rose across a wide selection of goods-producing industries. 


Some other producers’ costs also rose in 1965. In some cases, this was 
directly related to increased federal sales taxes on construction materials and 
production equipment. In other cases, raw material and semi-manufactured 
component prices advanced due to other factors, as indicated in the various 
industry selling price indexes, which exclude taxes. Some of these changes are 
summarized in Table 7, and the changes recorded in all major items in the 
indexes are shown on Chart 3. Bought-in services such as truck transportation 
and insurance showed some price advances. Some of these higher costs led to 


TABLE 7 


SELECTED INDUSTRY SELLING PRICE INDEXES 1961 TO 1965 
(1956 =100) 


1961 1962 1963 1964 1965 
Slaughtering and meat packing.......... 113.5 119.4 115.4 List 120.8 
Men’s clothing........... Hho somaeooons 103.8 106.2 109.3 111.0 113.8 
Sash, door and planing mills............. 100.4 100.3 101.9 104.6 107.9 
Lei hopes 98 Ayres 0 Nera mao onieo ana ae soe 93.7 96.4 96.8 100.1 102.7 
Steel INNO eeomon caponwenuagoon Ban acne ae iPabeal 120.0 119.8 120.3 12252, 
Mobotwehielessn.. yyaniiis nce eee 116.8 119.1 119.8 120.2 119.1 
(GOMOD Ga ee ery ca oe ee 106.5 108.4 110.8 112.3 115.4 
SOs pes setts Fy, a es op tea ar TWIGS 2 113.6 113.9 114.9 117.6 

1962 1963 1964 1965 

1961 1962 1963 1964 

Per cent changes: 

Slaughtering and meat packing................... +5.2 —3.4 —3.7 +8.7 
Men’s clothing...... Pbrrarcocotoguunoripcay ote.c sc +2.3 +2.9 +1.6 +2.5 
Sash, door and planing mills..................... —0.1 +1.6 +2.6 +3.2 
FUlp Mile coe nr era ot ane rent omen ee +2.9 +0.4 +3.4 +2.6 
Steel INZOUS OSs . PEC haha. Mente eee, ASB —0.9 02 +0.4 +1.6 
Motorivehiclese:) > hen the tee. a kc ey, Os +2.0 +0.6 +0.3 —1.0 
Cement... Avent Bee eye RIS FO Wea +1.8 +2.2 +1.4 +2.8 

SOGDS Sint ccflite cee ee ee a eee. tes eas —0.1 +0.3 +0.9 2. 


Source: DBS Prices and Price Indezes. 


price adjustments in final product markets, as was the case in construction, 
where tender prices during the latter half of the year were substantially higher 
than originally estimated in some parts of the country. In other cases, these cost 
trends were reflected in lower profit margins than those recorded during earlier 
years of the present expansion. 


(These figures are based on data collected from establishments employing 15 persons or more, and 
do not necessarily reflect changes in earnings in industries, such as construction, where smaller establish- 
ments or sub-contracting account for a significant part of total employed. 
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CHART 3 


INDUSTRY SELLING PRICE INDEXES, 100 INDUSTRIES 
PER CENT CHANGE IN SELLING PRICES 
NOVEMBER 1964 TO NOVEMBER 1965 
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Consumer prices moved up during the year, partly in response to identifiable 
causes. The consumer price index for the year as a whole stood at 138.7 
(1949=100), having advanced by 2.4 per cent over 1964. Table 8 shows the 
movement of the index and its components, and gives an indication of the 
areas in which the rise was most marked. Food prices in the early part of the 
year were affected by drought conditions in the eastern part of Canada and the 
United States, which led to higher prices for many vegetables. From mid-year 


TABLE 8 


CONSUMER PRICE INDEX, 1961-1965 
(1949 =100) 

oe 1961 1962 1963 1964 1965 
Alliitemsina sen: dis sce aaties-pdoreae ie 129.2 130.7 133.0 135.4 138.7 
revere bie Svan i Mean aC allt. Pere eum en 124.0 126.2 130.3 132.4 135.9 
ML OUSIN ae ere eects hate, aereven tote «eras Moreh leone 134.8 136.2 138.4 140.9 
Clothing * cesta base pcre: 112.5 113.5 116.3 119.2 121.4 
ransporuablousc.ter eee itso ic: 140.6 140.4 140.4 142.0 147.3 
Health and personal care............ 155.3 158.3 162.4 167.8 175.5 
Recreation and reading.............. 146.1 147.3 149.3 151.8 154.3 
Tobacco and alcohol................ 116.3 117.8 118.1 120.2 122.3 


Source: DBS Prices and Price Indexes 
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TABLE 9 
CONSUMER PRICE INDEX, 1961-1965 
(1949100) 
(Percentage changes, year to year) 
1962 1963 1964 1965 Feb. 1966 
1961 1962 1963 1964 Feb. 1965 
SUCTIISS Max k eae eee aD Fol eee +1.2 +1.8 +1.8 +2.4 +3.6 
ak Food Be BRS ier Oe Re hE Trae +1.8 +8.2 +1.6 +2.6 +7.1 
HIOUBINGY.. 2: ee ee +1.2 +1.0 +1.6 +1.8 +2.1 
Clothing in, tome an eens ee ee +0.9 +2.5 +2.5 +1.8 +3.2 
‘Pransportavionsee ee yen ssn. en: —0.1 - +1.1 3.7 +2.5 
Health and personal care............ +1.9 +2.6 +3.3 +4.6 +2.0 
Recreation and reading.............. +0.8 +1.4 +1.7 +1.6 +2.0 
Tobacco and aleohol..../.1.0....... +1.3 +0.3 +1.8 +1.7 +1.3 
All CLILICR Rte Aen en een ae ee one +0.8 +1.7 +1.3 +-1.6 +3.5 
‘Dutibles.. 4 Sad chip tae Rag ete oe —0.7 +0.2 —0.9 +0.1 —0.7 
INOn=diTaplese. a0 aie uae. cokers foe: +1.2 +2.0 +1.7 +2.0 +4.2 
Non-durables excluding food......... +0.7 +1.0 +1.7 +1.4 +2.0 
MEIVICESME Btn coma cio P yo nek cee one +1.4 +1.4 +2.5 +4,2 +3.2 


on, however, the major pressures came from a shortage of meat supplies in the 
United States, as a result of which meat prices rose sharply and have remained 
high. Other specific price gains included medical insurance premiums and auto- 
mobile insurance rates, the latter reflecting higher accident rates and higher 
average claims. 


In addition to this, however, the services component of the index moved 
upward, as the approach towards full utilization of resources which was achieved 
in 1965 was accompanied by continued upward movement of prices of services. 
This is an area in which the labour content of output is high, productivity gains 
are more difficult to achieve, or even to measure, and gains in wage rates are 
more directly reflected in prices. Price changes in this sector characteristically 
lag others in the cyclical context. Chart 4 illustrates the trends in the consumer 
price index during recent years. 


Changes in the components of the wholesale price index reflected the trend 
in food prices, with the animal products index advancing sharply over the year. 
Movements of commodity prices on world markets, many of them upwards, were 
also reflected in the wholesale price index due to the importance of international 
trade in these commodities in the Canadian economy. Prices of wood products, 
affected by both the construction boom and tax changes, also moved up. 


Until 1965, Canadian prices and unit labour costs in manufacturing enjoyed 
a relatively favourable record compared to that of many other industrialized 
countries. Only in the United States, where labour costs per unit of output had 
been stable since mid-1961, was the performance better than in Canada. During 
the course of 1965, however, Canadian unit labour costs in manufacturing moved 
up, rising to a level 2.3 per cent higher than they had been in 1964. Many wage 
contracts signed in 1965 provided for wage rate gains in the next two years 
in excess of those negotiated in the earlier part of the expansion, so that the 
rise in unit labour costs may well persist. If this were to occur, while the United 
States maintains greater stability, there would develop a worsening of Canada’s 
competitive position vis-a-vis the United States, which is both our major supplier 
and our largest customer. 
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CHART 4 
CONSUMER PRICE INDEX, 1961 — 1965 
(Quarterly Averages, 1Q 1961 = 100) 
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OuTLOOK FoR 1966 


The economic climate changed during 1965, from one of moderate expansion 
in the early part of the year, to one of boom at present. This change was brought 
about by the rapidly rising level of public and private investment superimposed 
on rising demands by consumers, governments and from exports. Renewed 
expectations of continued expansion in the United States at this time represent 
a dramatic shift from the spring months, when there was a widespread belief 
that the expansion might be slowing down. As the year came to a close, a basic 
question in both countries was whether production could expand fast enough to 
meet the anticipated rapid increase in aggregate demand, so that economic 
stability would continue to be maintained. 


In Canada, where the rate of unemployment, seasonally adjusted, was down 
to 34 per cent in the latter months of 1965, and where the actual rate of unem- 
ployment was well below that level in many areas, it was evident that slack 
resources in a position to be used economically by expanding general demand had 
all but disappeared. Markets showed signs of tightness. In these circumstances 
the emphasis in economic policy shifted from one of bringing unemployed re- 
sources into production through expansion of general demand, to one of ensuring 
that the long expansion would be sustained in accordance with the growth of 
capacity to produce. A higher rate of growth depends on improving the capacity 
and productivity of labour and capital. In the earlier stages of the upswing, the 
authorities had been able to bring into use unemployed resources through broad 
expansionary measures. The success of these measures in taking up slack means 
that the economy is now faced with problems of sustaining growth and economic 
stability by avoiding excesses rather than with problems of cyclical expansion. 


The recent survey of public and private investment intentions in the 
Canadian economy indicates that plans have been made for a further substantial 
increase in fixed capital outlays by both government and business in 1966, similar 
to the increases of the preceding two years. In addition, there will be continued 
increases in other public expenditures on current account by the federal, provincial 
and municipal governments. With sustained increases in income, personal expendi- 
tures on durable goods, non-durable goods and services should rise considerably. 
Exports can be expected to increase further. This will reflect the continued rapid 
expansion foreseen in the United States, where a very large part of total Canadian 
production is sold, as well as the favourable world markets for Canadian wheat. 
The rate of increase in exports to the United States is expected to be substantially 
greater than that to the United Kingdom, Japan and other countries. Wheat 
sales to Russia and China and high levels of livestock production will continue 


to stimulate the farm economy, which will thereby be enabled to maintain its 
contribution to the general prosperity. 


Taken together, these expenditures represent a total of final demand, in 
current prices, which is expected to exceed 1965 demands by about as much as 
those of 1965 exceeded those of 1964. The productive facilities of the Canadian 
economy are now close to their maximum rate of utilization, and the present and 


anticipated rate of expansion in demand appears likely to strain the resources 
currently available to meet it. 


In circumstances such as this, additions to demand beyond this point serve 
to raise prices or draw imports from abroad, rather than adding much to 
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domestic economic activity. Expansion and growth become more dependent on 
measures which improve the supply capabilities of the economy, through increases 
in mobility, reductions in bottlenecks and a general upgrading of the quality of 
labour and capital. 


The assessment of the outlook for the various sectors contained in these 
pages represents an appraisal and projection of existing trends, on the basis of 
the statistical and other survey evidence available at the present time. 


Public and Private Investment Intentions 


The investment intentions for 1966 currently reported indicate a continued 
expansion in both public and private outlays. On the basis of these reports, 
which are here discussed without making any allowance for any adjustments or 
shortfalls that may occur during 1966, it appears that demand for new housing 
construction will not be greatly changed, capital spending by governments, 
especially by provinces and their agencies, will again rise in response to growing 


needs, and the business sector will continue its present sharp expansion. 


In the public and semi-public areas, the main outlays will be for universities, 
schools, hospitals, roads and highways. In addition, publicly-owned water and 
power utilities and other enterprises, as well as other provincial and municipal 
facilities, are responding to growing requirements by further expansion and 
new development. 


In the business area, the remarkable expansion in investment in manu- 
facturing continues unabated. In broad terms, the present expansion in capacity 
in manufacturing differs from that of 1955 to 1957, in that it appears less heavily 
oriented to processing raw materials, while placing somewhat more emphasis 
on advanced processing. Manufacturing investment is still based to a consider- 
able degree on the resources which are Canada’s natural endowment, but the 
degree of processing is now more advanced. Industries such as petro-chemicals, 
synthetic textiles, communications equipment, secondary iron and steel products, 
transportation equipment and appliances, have come to play a larger role. Basic 
sndustries such as mining, pulp and paper, and primary iron and steel products 
will also continue to expand their facilities in the current year. 


In total, the rate of expansion of new facilities in manufacturing is expected to 
amount to 20 per cent in 1966. There was some shortfall in the achievement of 
planned outlays in 1965, and efforts will be made to make good this shortfall 
in the current year. 


Substantial increases in new investment are also expected to take place in 
private power and gas utilities, retail trade and financial and commercial services. 
- These and other developments are reviewed more fully in the recently tabled 
“Public and Private Investment Outlook, 1966”. 


It is worthy of note that a substantial part of business investment, consisting 
of machinery and equipment required to expand productive facilities in Canada, 
is not produced by domestic manufacturing resources. This equipment must 
therefore be imported. These imports, while contributing to Canada’s economic 
growth and development, serve to absorb expenditures which would otherwise 
add to domestic demand pressures. At the same time, these expenditures add to 
the deficit on the Canadian balance of international payments. 


52 


The Second Annual Review of the Economic Council of Canada referred to 
the high capital requirements implicit in the particular industrial structure of 
Canada, which is heavily oriented towards mining, electric power, certain kinds 
of manufacturing, and rail and air transportation. These industries all are 
highly capital intensive in nature. This distinctive feature of Canada’s industrial 
structure shows up in one of the highest overall ratios of the stock of capital 
to the volume of production that is found anywhere. The new investments 
planned for 1966 should increase the stock of capital at about the same rate as 
the volume of output can be expected to increase. Accordingly, very high rates 
of utilization of the existing capital equipment will continue to be required. 


The construction industry experienced a more rapid increase in output and 
employment than any other during the past year and is probably operating at 
close to its maximum capacity. The demands indicated by the investment 
intentions survey imply a further large increase in output of construction in the 
coming year. 


Residential construction has already levelled off and may be expected to 
continue at its present rate in 1966. There will likely be a small increase in the 
value of construction put in place, but the volume of work is expected to 
remain about unchanged from that of 1965. A shortage of new mortgage funds 
made itself felt in the late months of 1965. The N.H.A. interest rate on residential 
mortgages was increased in January, 1966, in an effort to attract more funds 
in the current year. It is expected that this action will arrest the decline in housing 
starts which was taking place within 1965. Conventional mortgages are expected 
to provide about the same amount of financing as last year. 


Consumer Demands 


In the projected circumstances of high-level employment and earnings, 
consumers appear likely to increase their purchases of durable and non-durable 
goods and services in 1966 at approximately the same rate as in the past year. 
Personal expenditures on durable goods will probably not advance quite as 
rapidly as in 1965, since spending on the furniture and appliances which go 
into new houses will be affected by the level rate of residential construction now 
expected for 1966. Manufacturers expect that the present high rate of automobile 
purchases will continue in 1966. There has been a continuous increase in number 
of cars per family and a reduction in the average age of the stock of cars on the 
road, for a number of years. In addition, the large number of new entrants to 
the labour force makes increased car ownership possible. 


Non-durables purchases, such as food and clothing, should advance at much 
the same rate as in the past year. The volume of consumer purchases of services 
has continued to rise, while prices of many of these items have increased sub- 
stantially. These prices are expected to continue to rise in the months ahead. 
No diminution in the rate of increase of consumer expenditure on services 
therefore seems likely in 1966 and the outlook generally is for an advance of 
much the same order as that recorded in 1965. 


Foreign Trade and the Balance of Payments 


The prospect of increased export sales in 1966 is encouraging. This is 
particularly the case with respect to exports to the United States. Current 
official forecasts in that country present a picture of very buoyant economic 
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conditions in the coming year, and these conditions will involve a substantial 
increase in Canadian exports. On the past record, an increase in industrial produc- 
tion in the United States has been accompanied by a more than proportionate 
increase in their requirements for Canadian raw materials and fabricated products. 
There is no reason to expect that these past relationships between the United 
States’ economic conditions and Canada’s export sales will alter in 1966. In 
addition to these exports, the wheat sales to the U.S.8.R. and to mainland 
China will add to total exports in 1966. These developments will be supplemented 
by some increase in sales to other overseas countries. Taking all of these factors 
into account, export sales may be expected to increase at a higher rate in 1966 
than they did in 1965. 


Import requirements are expected to continue to increase as a result of 
the augmented demands for both consumption and investment goods. The 
near-balance on commodity trade recorded in 1965 is not expected to change by 
much. The traditionally negative balance on the current account for non- 
commodity items can be expected to grow in 1966. 


Government Expenditures 


The anticipated increases in capital outlays, particularly by provincial 
and municipal governments, has already been noted. The current or non-capital 
outlays of these governments, as well as those of the federal government, are 
expected to increase in 1966 at a rate in excess of that of 1965. Some of this will, 
of course, represent an increase in costs to government of labour and materials. 


On the basis of current projections and current tax rates, (i.e. before any 
budgetary changes), it appears likely that the federal government will remain in a 
position of surplus on a national accounts basis, although the surplus will be 
reduced somewhat from 1965 levels. All of the information is not yet available, 
but present evidence suggests that the large increases in expenditures, both 
current and capital, by provincial and municipal governments may be approxi- 
mately matched by increases in revenues from higher levels of economic activity 
and from some increases in tax rates. On balance, one might not expect much 
change in the combined deficit of provincial and municipal governments from 
the position in 1965. At the same time, the accumulations in the new government 
Pension Plans represent additional saving that will serve to offset the trend toward 
dissaving of all levels of government combined. In connection with the funds 
made available from the new Pension Plans, some provincial authorities have 
announced that they will be used to finance capital outlays beyond those of 
government departments, for example, schools and universities. 


Government expenditures on goods and services, together with consumer 
spending, business capital formation, inventory increases and exports, constitute 
the total demand on Canadian productive resources. Almost three-fifths of total 
expenditures by government are spent on goods and services, and last year these 
expenditures absorbed 183 per cent of the nation’s output. Since government 
expenditures on goods and services will probably increase more rapidly than out- 
put in 1966, this ratio will increase fractionally. This rate of advance in govern- 
ment demands for goods and services in 1966 is expected to be greater than the 
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rise in consumer demands and probably close to the rate of increase expected in 
exports. An even greater demand on our productive resources is expected to 
result from the increase in business capital formation. It is the conjuncture of 
these added demands that would give rise to the strains that may develop in 
1966. 


Capabilities of Supply 


The emergence of this combination of consumer, business, government and 
export demands, after five years of continued expansion, will probably strain 
available sources of supply in 1966. While some part of this strain will be taken 
up, as already noted, by imports, a large part of the total increase in demand 
will fall upon Canadian sources of supply. Any assessment of the likely course 
of events in 1966 therefore calls for a review of probable developments in the 
labour force, the capital facilities of the nation, and the gains in productivity 
which might be achieved in the current situation. 


Over time, improvements in productivity can be expected to take place. 
In the short run, however, a number of rigidities can be expected to have 
an important effect on developments. During the past year, there have been 
substantial additions to the labour force and to the stock of capital facilities. 
There have been continued advances in productivity, but not as large as those 
achieved in the first three or four years of expansion. It is a common feature of 
most business cycles that productivity advances are more rapid in the early stages 
of an expansion, when resources are abundant, than in the later stages of 
expansion, when all available resources are pressed into use, and various shortages 
and bottlenecks appear. Of course the situation varies from industry to industry, 
from occupation to occupation and from region to region. Efforts are under way 
to improve productivity through various public and private efforts, but these 
require time to make their maximum contribution. 


Looking forward in 1966, a continuation of recent broad trends in labour 
supply, capital facilities and economic productivity is expected. The domestic 
labour supply is likely to be augmented by a flow of immigrants at least as large 
as in the past year. The inflow of young adults and of married women into the 
labour force is expected to continue at the same rate as in the past year, or 
perhaps even a little more rapidly. A reduction of unemployment below the 
1965 average of 3.9 per cent may be expected, since the rate in the later months 
of the past year was below that. There will be a larger number of part-time 
workers,. particularly among married women, and among those who were pre- 
viously retired or voluntarily idle. The increasing amount of part-time work is 
expected to continue to reduce average hours of work, at the same rate as in 
the past year. Taking all of these factors into account, it should be possible to 
mcrease substantially the total amount of manhours available for production. 
However, further substantial advances in manhour productivity cannot be 
counted upon in the present circumstances. Therefore, the increase in aggregate 
output of goods and services in the economy (apart from the crop prospects) 


a) 


will be hard pressed to equal the gains of the past year, when part of the increased 
output came out of the existence of a considerable amount of economic slack. 


Capital facilities have been augmented by the massive investment pro- 
gramme of 1965, but the present rates of capacity utilization appear very high 
(insofar as available measurements permit an inference). The high utilization 
rates themselves suggest one reason why current investments are increasing 
rapidly and why construction activity and machinery and equipment purchases 
are at such a high level. 


Taking into account all of the increases in supply which can be expected 
in 1966, the increase in volume of output cannot be expected to reach that of 
1965, and it seems likely that the increase attained will be the maximum possible 
within the limitations imposed by physical supply. 


Prices 


The forces currently bearing upon the determination of prices are of such 
complexity that firm conclusions on probable price trends cannot be drawn from 
a broad review of total supply and demand. In assessing the likely course of price 
developments in 1966, the relationships between projected demand and projected 
supply, however, will have important consequences. It is clear from the factors 
reviewed in these pages that current upward price trends could well persist, 
unless significant productivity improvements emerge to add to the supply capa- 
bility of the economy, or unless the rate of increase in demand should turn out 
to be notably lower than currently expected. Some prices which affect the 
indexes fairly heavily, such as those of food, are governed by the vagaries of 
nature and prediction is difficult. Other factors also, having no direct relation- 
ship to supply or demand forces, may also contribute to the movement of prices. 
(One such factor is the commencement in January 1966 of payment of contri- 
butions to the Canada and Quebec Pension Plans, which will add somewhat to 
costs.) All of these factors, in the context of conditions in the early months of 
1966, suggest that it would not be prudent to assume a rate of price increase any 
less than that recorded in 1965. 


MANPOWER IN THE CANADIAN ECONOMY 


The Canadian labour force™ in 1965 increased by 3.0 per cent over 1964. 
This growth was remarkably rapid by recent standards and also in comparison 
with the experience of other major industrialized nations. It reflected natural 
increase, higher immigration, and a rise in the rates of participation of the 
population in the labour force. Increased participation, in turn, was associated 
with the buoyancy of employment opportunities in most parts of the country. 
For the same reason, the movement out of agriculture into non-farm jobs ac- 
celerated in 1965. Major developments in the labour force, employment and un- 
employment are summarized in Table 10. 


Labour force and employment data analysed in this section are taken from The Labour Force, 
published monthly by DBS and the Department of Labour. 
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TABLE 10 


LABOUR FORCE, EMPLOYMENT AND UNEMPLOYMENT, CANADA 
1957 to 1965 


Thousands of Persons 


se 1957 1958 1959 1960 1961 1962 1963 1964 1965 


— 


L Force. S07. 0000 (0 seuoes gis 6,242 | 6,411 | 6,521] 6,615] 6,748 6, 933 7,141 
ae ei aial vsssseeeees| 5,731 | 5,706 | 5,870] 5,965! 6,055 6,225 | 6,375] 6,609 6, 862 
Unemployed.............. 278 432 372 446 466 390 374 324 280 


Year-to-year change, per cent 


Labour Horcess...5 0.008 a oral ibe De Ws 1.4 oad el a0 
iE inlaieateaa awe * | Sie: 29 | 1.6 15 2.8 Pee! Out 3.8 


Average of monthly rates 


Unemployment rate... . 4.6 | 70 | 6.0 | 7.0 | tsi | 5.9 | 5.5 | 4.7 | 3.9 


© Unemployed as a per cent of the labour force. 
Source: DBS and Department of Labour, The Labour Force. 


Total employment grew more rapidly than the labour force, rising by 3.8 
per cent. Non-agricultural employment rose even more rapidly, by 4.8 per cent. 
Contributing to this were sharp gains in the employment of women and young 
people. The seasonally-adjusted unemployment rate in 1965 averaged 3.9 per 
cent, and was in the region of 3.5 per cent during the final quarter of the year. 


Regional developments generally reflected the national pattern. In all 
regions, employment grew more rapidly than labour force, and non-agricultural 
employment grew more rapidly than total employment. The movement out of 
agriculture was most marked in the Atlantic region, but the percentage gain 
in employment was greatest in British Columbia. The unemployment rate for 
the year was highest in the Atlantic region and lowest in Ontario. The regional 
situation for 1965 is summarized in Table 11. 


TABLE 11 


LABOUR FORCE, EMPLOYMENT AND UNEMPLOYMENT BY REGIONS, 1965 
Thousands of Persons 


— Atlantic Quebec Ontario Prairie neon 
Bees Hori ety costes 0 611 2,022 2,614 1, 228 666 
maploredl. 4 SEU) Wd. eabgee a 566 1,912 2,548 1,196 639 
ROR ie as, pc os sean, sees oe 45 110 66 32 27 
Unemployment rate (percent) ss) eee Tet! 5.4 255 2.6 4.1 
Per cent growth in labour fORCe, es oo 3.9 3.6 223 2.4 4.2 
Per cent growth in employment........__ 4.4 4.7 3.0 2.9 5.6 
Per cent growth in non-agricultural em- 
POC ONY sh ty ewan. 5.8 4.8 3.6 6.8 5.8 


Source: DBS and Department of Labour, The Labour Force. 


These developments are discussed in detail in the following pages, 
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CHART 5 
LABOUR FORCE, TOTAL EMPLOYMENT 
AND MALE EMPLOYMENT 
1961 TO 1965 


lions Millions 


BE eh) 


7.0 Labour Force 7.0 


5. 2 6.5 


Total Employment 


6.0 6.0 


3.9 5.9 


5.0 Male Employment 9.0 
4.5 4.5 
4 4 
0 0 


1961 1962 1963 1964 1965 


he Labour Force 


The Canadian labour force was larger by 208,000 persons, or 3.0 per cent, in 
965 than in 1964. Table 12 summarizes the changes which have occurred in recent 
ears. From this table, it may be seen that the rate of increase of women in 
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the labour force was far higher than that of men. The number of women in the 
labour force grew in 1965 by 104,000, exactly matching the increase in the number 
of men, while the increase relative to the number of women in the 1964 labour 
force was 5.3 per cent. A review of the trend since 1957 (shown in the table) 
reveals a consistently higher year-to-year growth rate in the female labour force 
than that of the labour force as a whole. 


TABLE 12 


THE CANADIAN LABOUR FORCE 
1957 to 1965 
Thousands of Persons 


— 1957 1958 1959 1960 1961 1962 1963 1964 1965 


ur forcee— 
ager ee Hoe Bahari mae|) (0,008.9) “6,137 | (6, 242964 6,521 6, 615 6, 748 6, 933 7,141 
Agricultural. ......... 755 731 712 697 698 675 662 641 602 
Non-agricultural...... 5,253 | 5,406 | 5,530 | 5,714] 5,823} 5,940] 6,086 6, 292 6,540 
Men ....55.02 eer 4,573 | 4,641 | 4,687 | 4,754] 4,782] 4,819] 4,879 4,961 5,065 
IWOMeni eee eve tlioat 1,435 1,496 | 1,554] 1,657 1,739 1,797 1,870 1,972 2,076 
Age 14-19 years....... 587 591 603 627 630 648 672 700 738 


ear— 
Total tay tale eer iene | EC eI ste 227 ibe 1.4 220 20 3.0 
AWaatglhnihal ona eee collooee ose —3.2 —2.6 —2.1 0.1 =3.3 —1.9 0-74 —6.1 
Non-agricultural......}........ 2.9 Qe Bae! 1.9 2.0 225 3.4 3.9 
Men at ivati <n ner Pee cae ess 1.0 1.4 0.6 0.8 leah, ibd Fell 
WVOMMEGDMs re enews, a: 4.3 3.9 6.6 4.9 3.3 4.1 nas 5.3 
Age 14-19 years.......|........ 0.7 2.0 4.0 0.5 2.9 3.7 4.2 5.4 


Source: DBS and Department of Labour, The Labour Force. 


The growth of the 14 to 19-year age group in the labour force, by 38,000 
persons or 5.4 per cent, was mainly a reflection of demographic trends, and con- 
tinued the acceleration which has been in evidence since 1962. In 1961, young 
people formed 9.7 per cent of the labour force, while in 1965 they represented 
10.3 per cent. In part, however, it also reflected an upturn in participation rates 
in this age-group, reversing the trend of recent years. In turn, this was largely 
accounted for by a greater proportion of 18 and 19 year olds in this age group 
than has recently been the case. 


PARTICIPATION RATES, POPULATION 14-19 YEARS 
(Labour force as a per cent of population) 


=== 1960 1961 1962 1963 1964 1965 
eae Se ene eee | 42.8 40.3 39.6 39.2 38.3 38.7 
WVORUON cinregbiost < 5uik: caked 32.6 32.3 30.9 29.9 29.9 30.2 


The male labour force, affected in part by the influx of teenagers, also grew 
more rapidly than in any recent year. The 55 to 64 age group continued the modest 
rise in 1ts participation rate which first became evident in 1964. Other age 
groups maintained the characteristic stability of their labour force participation. 

_ Immigration contributed to the labour force increase, with the number 
of immigrants destined for the labour force in the first three quarters, at 56,000, 


being almost 30 per cent larger than the number a year earlier. The majority 
of these were adult males. 


59 


A major feature of the labour force scene in 1965 was the acceleration in 
the movement out of agriculture. The agricultural labour force declined by 
6.1 per cent, compared to a fall of 3.2 per cent in 1964. The shift from agriculture 
into non-agricultural occupations caused the non-farm labour force to rise by 
3.9 per cent, compared with the 3.0 per cent increase recorded for the total 
labour force. 

This accelerated shift, together with the uptrend in participation rates, 
the substantial increase in the female labour force, and the higher immigration 
were largely accounted for by the growth in employment opportunities in non- 
agricultural industries. A response of this nature to increases in the demand for 
labour has become a familiar feature of the Canadian economy in the postwar 
period, indicating the existence of a high degree of elasticity in the supply of 
labour. At the same time, there were proportionately fewer workers with ex- 
perience in modern Canadian industry among those obtaining jobs in 1965, as 
the pool of experienced unemployed shrank, while there were proportionately 
more workers entering employment direct from the home, from school, from 
abroad, or from the farm sector. Many of the women who took jobs in 1965 
worked only on a part-time basis. These developments had an important bearing 
upon the measured rate of overall productivity improvement in 1965, as dis- 
cussed below. 

The contribution made by the skills of new entrants to the labour force, 
and by the upgrading or more efficient use of the skills of those already at work, 
cannot be precisely measured. Some indication of the situation and prospects, 
however, is given by the record of enrolments and completions in the various 
technical and vocational institutes and schools now established in all regions of 
Canada. The numbers completing courses at the vocational high schools in 
1965 are estimated to have been substantially higher than the 32,000 re- 
corded a year earlier; the number of students in these courses has almost doubled 
in recent years. Graduations from two-year courses at the institutes of technology 
in 1965 were 3,100, but some 22.000 students are now enrolled and graduations 
will increase sharply. Enrolments in courses for retraining the unemployed, at 
60,000, are currently 20 per cent higher than they were in 1964-65. Enrolments 
in these and other courses, all of which are primarily under provincial ad- 
ministration, but which have been made available through federal-provincial 
co-operation and federal financial assistance, have been rising sharply in recent 
years. These trends may be expected to contribute more to the raising of levels 
of skill in future years, both as the number of graduates increases and as they 
acquire experience in applying their new training. 

The numbers of professional and skilled immigrants have of course risen as 
immigration has risen. The distribution among the various kinds of skill and 
occupation has not, however, changed to any marked extent in recent years. 


IMMIGRANTS DESTINED TO THE LABOUR FORCE 
DISTRIBUTION BY SKILLS AND OCCUPATION 


(Per cent) 
9 months | 9 months | 9 months | 9 months 
= 1962 1963 1964 1965 
Managerial, professional ANG CleriGale sania taisisiae osteo 38.2 36.9 37.0 38.0 
Other skilled and semi-skilled .................++05: 47.4 50.4 48.7 49.2 
Wabourers and ‘agriculture.....-.sh.....--. ss saveeenn 14.4 Drew 14.0 12.8 
100.0 100.0 100.0 100.0 
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Employment 

The number of people in employment in 1965 was higher by 253,000, or 
3.8 per cent, than it was in 1964. Non-agricultural employment rose by 4.8 per 
cent, while the number of young people with jobs rose by 7.2 per cent. The major 
developments of recent years in employment are summarized in Table 13. 


TABLE 13 


EMPLOYMENT, CANADA 
1957 to 1965 
Thousands of Persons 


=> 1957 1958 1959 1960 1961 1962 1963 1964 1965 


Employment— 
Total Ja hore hee Ne ee 5,731 | 5,706 | 5,870 | 5,965 6,055 | 6,225 | 6,375 | 6,609 6, 862 
Agricultural. ....4.... 748 718 700 683 681 660 649 630 594 
Non-agricultural...... 4,983 | 4,988 | 5,170 | 5,282 5,374 | 5,565 | 5,726 | 5,979 6, 268 
Ment <0) ay eae 4,329 | 4,263 | 4,363] 4,368 4,381 | 4,488 | 4,567] 4,698 4,842 
Women metab rets p 1,402 | 1,442] 1,507] 1,597 1,674 | 1,737] 1,808 1,911 2,020 
Age 14-19 years......, 537 515 536 545 548 573 596 628 673 
Per cent change, year to 
year— 
Potaly WVBAANe well k ley fp —0.4 2.9 1.6 15, 2.8 2.4 Sov 3.8 
AoTICuMGuTal 42. cfad elke. 2 —4.0 —2.5 —2.4 —0.3 —3.1 —1.7 —2.9 —5.7, 
Non-agricultural......]........ 0.1 3.6 ORD Lo 3.6 2.9 4.4 4.8 
Vo) TN ar acepinear ere iratsrc tery jise se a bead = 5 2.3 0.1 0.3 2.4 1.8 2.9 3.1 
Women. fey. ac fee rh olen 6 2.9 4.5 6.0 4.8 3.8 4.1 pire 527 
Age 14-19 years.......]........ —Asl 4.1 da, 0.6 4.6 4.0 5.4 G2, 


Source: DBS and Department of Labour, The Labour Force. 


This table indicates the vulnerability of the teen-age group, with its relative 
lack of skills and experience, to fluctuations in the growth of employment oppor- 
tunities. In 1958, for example, a fractional decline in total employment from the 
very high 1957 levels was accompanied by a very much greater than proportional 
drop in the number of young people with jobs. In the same way, the percentage 
gain in teen-age employment in 1965 was almost double that recorded for total 
employment. 

TABLE 14 
LABOUR FORCE AND EMPLOYMENT 
GrowTH Rates, 1949 ro 1965 AND 1961 To 1965 


Per cent per year compound rate 


1949 to 1965 1961 to 1965 


Labour Force: 
HO tall ie ee 
Agricultural. .... 


Employment: 
Totale--e 
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The number of women with jobs has revealed a very high year-to-year growth 
record in recent years. The annual rate of growth between 1961 and 1965 was 4.5 
per cent, rather greater than the 4.1 per cent annual growth rate recorded over 
the entire 1949 to 1965 postwar period. Table 14 sets out the growth rates of the 
labour force and of employment over these periods, for purposes of comparison, 
and Charts 5 and 6 show these comparisons graphically. Women now represent 
29 per cent of the employed labour force, compared to 22 per cent in 1949. It is 
of interest to note that the increase in employment of adult women has been 


CHART 6 
LABOUR FORCE, TOTAL EMPLOYMENT AND 
FEMALE EMPLOYMENT 
1961 TO 1965 


Thousands Thousands 
7,500 7,500 
(Ratio Scale) 
7,000 Labour Force 7,000 
6,500 6,500 
Total Employment 

6,000 6,000 
2,100 | 2,100 
2,000 2,000 
1,900 1,900 
1,800 1,800 
1,700 1,700 

1,600 


1,600 
1961 1962 1963 1964 1965 
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heavily concentrated among those 35 years of age and above, while the number 
of employed women in the age group 25 to 34 years has changed to a much lesser 
extent. 


EMPLOYMENT OF ADULT WOMEN 


Age Group 
pa 25 to 34 35 to 44 45 to 54 | 55 to 64 
(Thousands of persons) 
LL eat Pea PEA PME nC outen enti: SER ee ee 361 417 367 188 
NNO ch PS ea RARE Cee aOR MD tne ee ne oe, 292 248 185 87 
CRG Ge ISG LO LOGS ea sel, 8 AORN mya, <b dee er, 69 169 182 101 


As a result of the continued growth of job opportunities in 1965, the number 
of unemployed declined again from the previous year’s level. The unemployment 
rate for the year as a whole was 3.9 per cent, and the rate towards the end of the 
year averaged around 3.5 per cent on a seasonally adjusted basis. The 1965 
unemployment rate was the lowest since 1956, when it was 3.4 per cent. Unem- 
ployment levels varied greatly among the different regions of Canada, as dis- 


cussed in some detail below, and in some areas there were shortages of many 
kinds of skilled labour. 


UNEMPLOYMENT RATE, 1957 TO 1965 
(Unemployed asa per cent of the labour force) 


1957 1958 1959 1960 1961 1962 1963 1964 1965 


4.6 7.0 6.0 7.0 Frgll 5.9 5.5 evil 3.9 


Regional Developments 


The regional estimates of 1965 labour force and employment, illustrated in 
Chart 7, revealed a continuation of excess labour supply in some areas, while 
in others the flow of new entrants and new skills was insufficient to meet the need 
for workers which developed in the course of the year. In the Atlantic region, 
the total labour force rose by 3.9 per cent and total employment by 4.4 per cent, 
so that there was again a fall in the unemployment rate. The movement from 
agriculture was very marked in the Atlantic region, and non-agricultural employ- 
ment rose by 5.8 per cent. Employment of young people rose even more rapidly. 
(These changes are summarized in Table 15). However, the unemployment rate 
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CHART 7 


LABOUR FORCE AND EMPLOYMENT 
BY REGION ear Sse 
1961 TO 1965 . 


£. 
t 


a! ENMU VPC RE LE 


ae ee me Me On ENT 


fees 
(Ratio Scale) : a 

i 

| 


QUEBEC ONTARIO 
; ee ae . 2,100 


2,000 


- 1,900 


1,800 


1,700 


- 1,600 


* 1,500 


PRAIRIE BRITISH COLUMBIA 
et ee 1400 Rees } 


— 1,350 


— 1,300 


- 1,250 


- 1,200 


1,150 


1,100 


- 1,050 


1961 1962 1963 1964 1965 1964 1965 
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TABLE 15 


LABOUR FORCE, EMPLOYMENT AND UNEMPLOYMENT BY REGIONS, 
1964 and 1965 


1964 1965 Change 
Per cent 


Thousands of Persons 


Atlantic Region 
Labour Force: 


OU erat Niven AAR sate Rie rer en oe fe owing hom ead, 588 611 3.9 
ENOD-BOTICHLGUTSL Sanne we noe tee ew ore I ee 548 byw A §.3 
1 t: 
sales Bios ER on chaconae choc: 4 eee RE Te 542 566 4.4 
INOn-ASTICUl tinal (i na eee ee lh a EG TO Oe 504 533 Lifes) 
ENP Out O by Ghirn wacom AA: he eee ee Mitek an rake, alee ee Oe 62 8.8 
Unemployed wesc ey cc ohe tes Me Re en t e e eal 46 45 —2.2 
Quebec Region 
Labour Force: 
GLO Gall eee seer ct eats OE, eo is, tae EEN oe es 1,951 2,022 3.6 
INGH-ACRICULEUILALS creas: oe Meet ee me Eee 1,832 1,903 3.9 
Employment: 
ROTEL Amare tes Zee ethene ee, Ee ee 1,827 1,912 4.7 
Non -serictibiral pth do,5)cehess ge eM «cok eee > aioe. ih, (AIG? 1,796 4.8 
Deel OV VOGUG daar <e Seheck Seek & es ee ee 190 204 7.4 
AINSI GV Oils hee on Sedis Uc Oa Eo et ence ee ee 124 110 eo 
Ontario Region 
Labour Force: 
OME Ce cu TOR IRE. 3.7 SRAM tS as nha OER Fee 22556 2,614 2.3 
NUR OSTICUNINESL. oti ee Cnt a. see gs uk no ae 2,394 2,461 2.8 
Employment: 
ROU iy cic ¥ a releases LE rent gaya ete ee 2,473 2,548 3.0 
Non-serioul (ial: 55 an gee: ane co, oe een ie 2,314 2,397 3.6 
BES 34-19, yeaa, OF wince gee. Co, ee 211 224 6.2 
Wmemiploveds 4. aus ha maa va Menace a ok ah Spe ek Reale 83 66 —20.5 
Prairie Region 
Labour Force: 
POU a0 ty estat Sn Pe ORASE hash dios, catethee 1,199 1, 228 2.4 
Nomignicttiaraly, cal tonozin cco te eee ae 901 955 6.0 
Employment: 
DOH sate statins sak a eet ee Is Le ad eee, 1,162 1,196 2.9 
One mia) S Pemee Us oc 866 925 6.8 
PRO Eird) VOARAG ores ange Ms cases ce 120 128 6.7 
Dis mMGyode i juptpomee eae Ay et A Aa Sie 32 —13.5 
British Columbia 
Labour Force: 
Be OUR sie Pal tas ee gs wns gcc, ee 639 666 4.2 
Non aprigctutrAl eg See ec), Ce aes 616 644 4.5 
Employment: 
Total... Sas esta ata = eve yah Ara LEN SES. ROE, deel ae 605 639 5.6 
POR BEROUUGIAL eres tA Mess). ee 583 617 5.8 
Bg LEY Yours, SOOM ati i bars tic ee 50 55 10.0 
eee MO ped Wrest cok. Ma ae ee eh ol P¥yr! ah Can 34 oF —20.6 


Source: DBS and Department of Labour, The Labour Force. 
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The Quebec region continued to experience above-average unemployment in 
the eastern areas, while conditions were much tighter in the western part of the 
province. In contrast to other areas, employment in agriculture in Quebec rose 
slightly. The total labour force rose by 3.6 per cent and total employment by 
4.7 per cent. Employment of young people rose by 7.4 per cent. The unemploy- 
ment rate for the year as a whole averaged 5.4 per cent, which (as Table 16 
indicates) was below that of the Atlantic region but higher than that in any other 
region. 


TABLE 16 


UNEMPLOYMENT RATES BY REGION 
1957 to 1965 


(Unemployed as a per cent of the Labour Force) 


Region 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Atlantica. sen ey oe 8.4 174, 55 10.9 10.7 12, 10.7 9.5 7.8 7.4 
QUCHECH Ee ae oe eee 6.0 8.8 7.8 9.1 9.2 oes 7.5 6.4 5.4 
Ontarioweeesnt cooks cae 3.4 5.4 4.5 5.4 O50: 4.3 3.8 3.2 2.5 
IPrAiniOmme ater teks 226 4.1] Bee 4.2 4.6 3.9 oe 3.1 2.6 
British Columbia......... 5.0 8.6 6.5 8.5 8.5 6.6 6.4 5.3 4,1 

Canada ecw oe rac 4.6 7.0 6.0 Gel) @l 5.9 5.5 4.7 3.9 
———<—<——— SN ee eee lee le | 


In Ontario, the increase in the labour force, at 2.3 per cent, was the lowest 
in Canada, The number of unemployed fell by over 20 per cent during the year, 
and the unemployment rate averaged 2.5 per cent for the year. The Prairie 
region, which also started the year at high employment levels, similarly expe- 
rienced a relatively small increase in total labour force, namely, 2.4 per cent. 
In this region, however, the non-agricultural labour force rose by 6.0 per cent, 
with approximately one-half of the increase arising from a movement out of 
agriculture. Employment rose by 2.9 per cent and the unemployment rate fell 
to 2.6 per cent from the 3.1 per cent of the year before. 


The labour force in British Columbia rose by 4.2 per cent, which was the 
highest rate recorded in any region. Total employment, rising by 5.6 per cent, was 
also a regional record. There was no net movement out of agriculture in this re- 
gion, so that all of the net gain in non-farm employment came from natural 
increase, higher participation rates, and immigration from other provinces or 
from outside Canada. The 14-19 age group made particularly marked employ- 
ment gains in this region in 1965. 
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OUTPUT, EMPLOYMENT AND CAPITAL 


Output by Industry 


Over the period from 1949 to 1965, total real output in the industrial and 
commercial economy increased at a compound annual rate of about 43 per 
cent. The 1964 and 1965 increases of approximately 63 per cent each year were 
therefore considerably in excess of the long term average. 

This whole period can be subdivided into three periods of alternating fast 
and slow growth. The first period can be taken to include the Korean war and 
the subsequent resource boom which culminated in the 1957 peak; the second 
period extended to the cyclical trough in the first quarter of 1961, and the 
third period has extended from 1961 to date. The increases in output in 1964 
and 1965 can therefore be seen in the perspective of a major cyclical expansion. 


The industrial composition of private non-farm output has not changed 
greatly over the whole postwar period, although there have been times when 
particular industries were growing more quickly or more slowly than the general 
average. Over the whole period, the growth rates of individual industries have 
been remarkably uniform. With the exception of mining and electric power, both 
of which have had growth rates of 8 per cent, most other major groups were in the 
range of 4 to 5 per cent per year, paralleling the business output trend rate of 

¢ per cent. Output in public and community services has grown at 44 per cent, 
and agricultural output has grown at less than the average rate, recording about 
23 per cent per year. 


CHART 9 


REAL OUTPUT IN GOODS AND SERVICE PRODUCING INDUSTRIES, 
1946 TO 1965 


(1949 = 100) 


(Ratio Scale) 
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In terms of current dollar values, the service industries as a group have 
expanded more rapidly than the goods-producing industries. In terms of the 
volume of output, production of services in real terms has shown a parallel 
growth to that of goods, as Chart 9 illustrates. Output of services related to 
commodity distribution, such as trade and much of transportation, has, as 
expected, displayed growth rates and, more recently, cyclical patterns very 
similar to those of commodity production. Output of other services, such as 
finance, insurance and real estate, also indicate long term trends generally 
parallel to those of aggregate business product. 

Within these broad aggregates, there were of course many spectacular 
developments in individual industries. The resource-based industries such 
as petroleum and natural gas, non-ferrous metal mining and processing, pulp 
and paper products, and electric power, had very rapid expansion rates in the 
earlier period to 1957, and many of them have recently experienced a new 
round of expansion of output and investment. Electric power and gas utilities 
expanded their output steadily, at nearly twice the average rate of all industries, 
throughout the postwar period. All of these industries are highly capital- 
intensive, so that contemplated expansions in output have been of necessity 
accompanied by large fixed capital expenditures on construction, machinery 
and equipment. A degree of over-capacity was in fact created in the period prior 
to 1957, leading to a subsequent major investment downturn; by 1963, however, 
following increases in output, the rate of new investment had again begun to 
expand rapidly. 
~The most recent cyclical expansion of output has been characterized by 
developments in secondary manufacturing which are in many ways an extension 
and refinement of the primary resource boom described above. The resurgence 
of manufacturing in the past five years is in no small part due to advanced pro- 
cessing in petro-chemicals, synthetic textiles, a variety of iron and steel products, 
telecommunications equipment, aircraft, automobiles, refrigerators and appli- 
ances and many other highly processed manufactures. Durable goods: manu- 
facturing has advanced more rapidly than non-durables in the current period of 


TABLE 17 


GROWTH RATES AND RECENT CHANGES IN BUSINESS PRODUCT 
(Per cent per year) 


ao 1949 to 1961 to 1964 to 

1965 1965 1965) 
EBT OTOSUT a Crore est ke ay sere hear ele aect ds eles bes anarevtie orcas oa ie: eee 3.1 5.6 2.2 
Nitty gra ones airs teaes 2 -O hertiont to moe Reais scraper acs A ee 8.1 6.7 6.0 
Mia ROHiTIT can netics tate beh clei een ech ere oe tereiete ee oh: ee 4.5 (fe! aD 
COnstruciiontee ston, tin ema ares do ce, 3 4.8 5.9 feo 
Transportation, storage and communication.....................4: On 6.7 6.5 
Electric power, gas and water utilities...............eeeeccccecees 7.8 Heil 8.3 
Trade. Borge Mis 5 tty orem erent 5 TESS OP OREUR Cc CO CRE aaa cee hcl 4.3 5.4 6.3 
Finance, insurance and real estateseicncsns.0.e000 suc oe usc eoe. ane 4.8 Aa 4.1 
Mthercommercial: mdustrieaus sachs. secs echo nterenne oo 5.9 3.4 
OPAL, BUSINESS PRODUCTS «ahi te. cacc- scan beceene ee 4.8 6.3 6.4 
AQTIGUIUULOS crete cree es hehe a RR le oie i oo ee He 6.4 6.0 
Public administration, defence and community services........... AD, 1.0 2.2 
Soran OOMMSTIC PRODUCT ism teccnlesc Pact sh aceien ae Be i 4.5 5.8 6.1 


1965 estimated on the basis of nine months’ data. Agricultural and total output in 1965 estimated by 
Department of Finance. Data in this and the following table will be revised by DBS during coming months. 
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expansion. Durable goods consist of consumer items such as automobiles, appli- 
ances and furniture, together with producers’ goods such as machinery, agricul- 
tural implements and structural steel, and primary products such as iron and 
steel, sheet metal and saw mill products, many items of which are related to 
fixed capital formation. Production of consumer non-durables such as food, 
textiles and clothing advanced at a more moderate rate both throughout the 
longer-run postwar period and throughout the course of the current period of 
rapid growth. These developments are summarized in Table 17. 


Employment and Output 


Over the postwar years, substantial gains in total output have been accom- 
panied by smaller increases in employment in the economy as a whole. The 
difference between these two growth rates is the material evidence of growth in 
overall productivity. In 1965, the gain in labour productivity was at a lower rate 
than both the longer postwar average and the average of recent years. Output 
per manhour typically shows some retardation of growth as full employment is 
approached,” when it becomes increasingly difficult to maintain continued rapid 
productivity increases. 


In order to obtain a good measurement of labour productivity, it is necessary 
to remove from the total output certain areas in which the value of the output is 
conventionally measured only in terms of the value of the wage bill. These areas 
consist mainly of public administration and defence, and community services such 
as schools and hospitals and domestic service. Further, the conventional measure 
of real output in these areas is labour input, and the volume of output is therefore 
represented by the volume of employment. Consequently, productivity is neces- 
sarily defined as being constant and unvarying in these areas. For analytical 
purposes, agricultural output is also removed, because weather and crop varia- 
tions can cause substantial fluctuations in aggregate output which are not related 
specifically to changes in agricultural employment. After these adjustments are 
made, the resulting measures of employment and output refer exclusively to the 
business economy. The term ‘business product”’, as used in this discussion, is 
synonymous with “‘commercial non-agricultural output’? as used in official 
publications”. 

Business product in 1965 increased by 6.4 per cent, while the corresponding 
increase in employment amounted to 4.9 per cent. This implies an increment of 
1.5 per cent in output per man. These figures refer to both output and employ- 
ment of all groups, that is, employers, self-employed and paid workers. The latter 
are numerically the most important, amounting to 85 per cent of all employed 
persons. 

Over the postwar period, as in recent years, there has been a continuing and 
substantial inflow to the paid worker category of the labour force, and an outflow 
from the self-employed, so that year-to-year changes in paid worker employment 
are larger than changes in total employment. Accordingly, the measurement of 
labour productivity is strongly affected by the measure of employment being 
used. At the same time, however, it is not possible to apportion the volume of 
output in most industries as between the various categories of paid workers, 


Economic Council of Canada, Second Annual Review, Ottawa, 1965, p. 35. 
Hultgren, Thor, Costs, Prices and Profits: Their Cyclical Relations, N.B.E.R., New York, 1965, p. 155. 
() The official statistics are entitled ‘‘Indexes of Output per Person Employed and per Manhour in 
Canada, Commercial Non-agricultural Industries, 1947-63’. DBS Cat. No. 14-501 and Daily Bulletin, 
Oct. 12, 1965. These official statistics now cover the period 1946-64. Estimates for the year 1965 have been 
made by the Department of Finance, using the ‘‘Monthly Estimates of Employees by Province and 
Industry’’, DBS Cat. No. 72-008. These estimates have been reconciled to the labour force statistics 
obtained from the monthly labour force survey. 
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employers and self-employed in those industries. As a result, the 1965 productivity 
improvement figure of 1.5 per cent is of necessity derived from statistics of total 
output and total employment, rather than paid workers only. 


On a manhour basis, labour productivity in 1965 was rather higher than the 
man-year figure of 1.5 per cent, since average hours of work were reduced by the 
growing numbers of part-time workers in the increasingly active conditions of last 
year. This 1965 reduction in average hours of work, however, does not appear to 
have diverged significantly from the long term rate of decline of 0.6 per cent per 
year. From 1949 to 1965, the growth of productivity on a manhour basis was 3.0 
per cent per year. The aggregate manhour productivity increase in 1965 was 
somewhat below this postwar trend value, just as the man-year productivity gain 
was rather below average. One reason for this has already been suggested, 
namely, that cyclical variations in manhour productivity typically show rapid 
increments in early stages of expansion and less rapid increases later on. This in 
turn is related to the facts that more marginal workers are hired, there are changes 
in the amounts of part-time and overtime work, various shortages and bottlenecks 
appear, and efficiency improvements are more difficult to achieve as activity 
expands towards peak rates of output. 


TABLE 18 


TRENDS IN OUTPUT, EMPLOYMENT AND OUTPUT PER MAN, MAJOR AGGREGATES 
(Per cent changes per year) 


Beat 1949 to 1961 to 1964 to 
1965 1965 1965 

Manufacturing 

Output: sae. ace le: SAR: SO ee oe ebbypaavete eet hetged dene de 4.5 dell 7.0 

OM PLOW INE tet e ee het ee BA Con eee gon ee Pez 4.2 4.9 

Ontput per ian. See ee ete cA aee Eee ee A AE AD 238 Dadi 2.0 
Non-manufacturing 

OU GOUT near erye erate: erate rears Men eet an re Re. een ae ee 4.9 5.9 eX 

Eimployimentiest ey... . PALE. LTERL IAS ee 1 2.6 3.5 4.9 

Gutputspersinan ste src wre eG ee eee oe 1 ee ae a i 2, 2.4 eo 
Torat, Business Propuctr 

Output hie kos ee rae Oe abe ee ee a ee Og 4.8 6.3 6.4 

Him ploy-mentneem eens tt vee eet em One See Besos Bah 4.9 

@utpub perimaniee Las. SO OU Bee eae 2.4 2.5 1.5 
Agriculture 

Out purer AE A AES RT Oe AT SRP ER Pe Pe ue 225 6.4 6.0 

UW PLOW IMOTIGE tire at. cee OI we, SP) Te eet ca cand ene ee eter eae —3.6 —2.9 —5.7 

Mut pats Per roane ey meen pers eto Phyto le eae, wo ne ae 6.5 10.1 12.5 
Torat Busrtness Propuct ann AGRICULTURE 

Ut DUUR eee oe cemeteries hen ce cievar hn ame are hone 4.5 6.2 6.4 

Himployanenti eae aee, eee ee nth ioe che ee EE eS 258 3.6 

Output -perpmanive ara. setae te stati « hleenese ores beaten. tee a.2. 3.4 2.7 


{1965 estimates by Department of Finance. 


Manufacturing output per person employed has had a postwar growth rate 
of 2.8 per cent per year, as Table 18 indicates. This 2.8 per cent rate per man- 
year was not maintained in 1965, when it fell to 2.0 per cent, although the manu- 
facturing rate remained higher than the 1.5 per cent average gain in output per 
man in all industries. A comparison of trends in manufacturing and non-manu- 
facturing output per person employed is shown on Chart 10. 
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CHART 10 


INDEX OF OUTPUT PER PERSON EMPLOYED 
1949 TO 1965 


(1949 = 100) 


(Ratio Scale) 


Physical Capital and Output Capacity 


During the past two years, the upsurge in new investment undertakings has 
resulted in net additions to the stock of business plant and equipment. There are 
also indications from the recent survey of business investment, intentions that 
these additions will continue at a high rate during the current year. 


In considering the broad question of economic growth, additions to the stock 
of physical capital in the business sector are of fundamental importance. They 
represent extra capabilities of supply, they supplement the growth of the labour 
force, and they add to economic productivity. The relationship between the 
existing capital stock in the business sector and current pressure of demand in the 
economy at large bears upon business sector planning for future investment 
activity. Estimates of the capital stock published in recent years” now make it 
possible to consider these various relationships within a broad statistical frame- 
work. 


®Such estimates have been published by DBS, covering the period 1946 to 1960, and by the 
Economic Council of Canada, covering the period 1935 to 1963. The capital stock estimates given below 
have been obtained by multiplying published capital-output ratios by published output statistics. The 
ratios for the period 1935 to 1963 are given in Economic Council of Canada, Staff Study No. 5, Business 
Investment to 1970 by D. A. White, pp 84-89. The output data are published by DBS (Cat. No. 61-505 
and No. 61-005). The present discussion is confined to physical capital in the business sector. The business 
portion of capital and its related output excludes residential construction, agriculture and non-commercial 
services such as schools and hospitals. 
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Chart 11, which illustrates the relationship between investment and gross 
national product, indicates that there have been substantial variations in the 
proportion of business investment to GNP over the past forty years. The peaks 
correspond to the expansions of the late twenties and of the mid-fifties. There 
was very little expansion of business capital during the depression of the thirties 
and during World War II, but there followed a long period of rapid and sustained 
expansion, which was heightened by the Korean war and the resource develop- 
ment of the mid-fifties. This series of historical events culminated in the 1957 
peak investment ratio, as described above. Thereafter, the ratio of business 
investment to GNP declined, to reach a postwar low in 1962 and 1963. Output 
recovered earlier than this, in 1961, and as the expansions in output and employ- 
ment got under way, their increases were accompanied by an increase in capital 
investment. Thus the ratio of investment to GNP once again recovered, and at the . 
present time it appears to be approaching the high levels of previous expansions. 


CHART 11 


COMPONENTS OF BUSINESS FIXED INVESTMENT AS PERCENTAGES 
OF GROSS NATIONAL PRODUCT 
1926 TO 1965 


Per Cent Per Cent 


Machinery ond Equipment 
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Although the annual quantities of new investment are highly variable from 
year to year and during major cyclical episodes, they accumulate over a long 
span of years into a sizeable stock which grows at a relatively stable rate. By 
analogy with the labour force, which has new entrants and retiring persons, the 
capital stock has new additions and retirements or discards of old and obsolescent 
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buildings and equipment. Estimates of the capital stock are obtained by accumu- 

lating new additions over long periods of time, while at the same time writing- 

vt ue discards of obsolete equipment and buildings at the ends of their useful 
ves, 

The estimates of the capital stock made by the Dominion Bureau of Statis- 
tics and by the Economie Council of Canada suggest that the existing stock of 
plant and equipment is almost three times the size of the real output which it 
produces. Machinery and equipment is one and one-eighth times the annual 
output, and buildings and structures are one and five-eighths the annual output. 
Their total is two and three quarters times as large as the annual business product. 
This number is technically known as a capital-output ratio. 

The relation of new investment to the stock may be summarized as follows. 
New investment in business plant and equipment in 1965 was one-fifth of business 
output. Output in turn was one-third of the stock. Therefore, the ratio of new 
investment to the stock, in 1965, was in the neighbourhood of one-fifteenth or 
7 per cent. New investment, less the discards of obsolete plant and equipment, 
was even smaller than this, probably in the order of 5 per cent of the stock. It 
is apparent that it takes a great deal of new investment to change the stock 
appreciably, and thus to add to productive capabilities. 


This is known as the perpetual inventory method of arriving at estimates of the gross stock of 
buildings and equipment. The available estimates are handicapped by lack of knowledge regarding asset 
lives and rates of obsolesence. However, it is not essential for the present discussion to have an exact 
measure of the stock, but rather an approximation of its magnitude relative to investment. 


CHART 12 


INDEXES OF OUTPUT PER UNIT OF CAPITAL STOCK 
1949 TO 1965 


(1953 = 100) 
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Capital-output ratios vary a great deal from industry to industry, ranging 
from low ratios in construction, forestry and trade to high ratios in electric 
power and gas utilities, transportation and communication. Capital-output 
ratios vary from less than one to over ten, across the whole spectrum of industries, 
reflecting their different technologies and capital requirements. Despite this 
great diversity, each individual industry tends to have a more or less stable 
capital-output ratio over time, as does the capital-output ratio for the entire 
economy. 


During the past two years, despite rapidly increasing quantities of new 
investment, the capital-output ratio may very well have declined. (Chart (12 
illustrates the relationship between capital stock and output over the period 
1949 to 1965.) The implication is that it was simply not possible to keep the stock 
up to the rapidly advancing levels of output in such a short period of time. The 
available statistics indicate that the capital stock has increased in the order of 
four to five per cent per year, in the past two years, compared with business 
output increases of over six per cent per year. Although the volume of new 
business investment has increased by over 10 per cent per year, the absolute 
amount of it is such a small portion of the total stock (one-twentieth), that it 
cannot affect appreciably the latter total in one year. 


It may well be that periods of rapid investment, in which the capital stock 
is required to catch up to rapidly increasing levels of output, or to business 
assessments of future levels of output, have in them ingredients of a cumulative 
or self-reinforcing nature. For example, the initial expansion of output may be 
met with existing capacity, but as soon as output gets beyond a certain point, 
more capacity is required. These new investment outlays generate even larger 
increases in income, employment and output in the total economy. The new 
higher levels of output in turn give rise to new and higher investment require- 
ments. This situation is not sustainable, because an extended period of rapidly 
increasing investment activity eventually brings about a state of affairs in 
which the stock of capital is growing more rapidly than total output, and con- 
ditions of excess capacity emerge. This, in itself, would lead to a declining rate 
of investment. In addition, investment plans may be based on the expansion 
of markets as represented by the growth in demand and output. In the earlier 
stages of a business upswing, the rate of increase in output is necessarily faster 
than in later stages, since increases in output result from both underlying growth 
factors as well as unemployed resources being brought into use. Accordingly, 
investment plans based upon the rapid growth in demand in the earlier stages of 
an upswing may not appear justified when seen later against the relatively slower 
growth of demand based upon more underlying factors. When this becomes 
apparent, the rapid increases in investment fall off, creating instability and 
unemployment in the capital goods industries and ir the economy generally. 
The remedy for this type of situation may rest primarily in prevention rather 
than cure, by stretching out the period of rapid investment in order to approach 
the probable long-run position as smoothly as possible. 


During periods of rapid expansion, when it is difficult to increase the capital 
stock beyond a certain limit in the short run, the economy of necessity responds 
by employing the available stock at very high rates of utilization. 


The degree to which capital is utilized is shown to be quite flexible in the 
short run, as seen in Chart 12. In the long run, however, as already noted, the. 
capital-output ratio appears to have some degree of stability, as there is time. 
for various forms of adjustment to take place. Chart 13 illustrates some major 
trends in output, employment, capital stock and output per man. 
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CHART 13 


BUSINESS PRODUCT, EMPLOYMENT AND CAPITAL STOCK 
1949 TO 1965 


(1949 = 100) 
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Employment 


INCOMES, COSTS AND PRICES 

Labour Income 

The increase in wages, salaries and supplementary labour income in the first 
nine months of 1965, shown in Table 19, was greater than that achieved during 
any previous comparable period or in any calendar year since 1961. It has been 
observed elsewhere in this review that there has been a continued movement of 
workers from a self-employed to employee status, which contributed to this rise 
in labour income. The general increase in employment recorded in the discussion 
of manpower developments also added to the total. A rise in hourly earnings in 
many industries made an important contribution, and the total was also influ- 
enced by a degree of movement out of lower-income industries, such as agri- 
culture, into employee status in higher-paid industries, such as construction. 


The breakdown of labour income increases as between higher average 
earnings and higher employment is shown in Table 20, for selected industries. 
Thus, the 1965 increase in income in mining was accounted for about equally 
by higher employment and higher average earnings. This was true also in whole- 
sale and retail trade. In manufacturing, the increase in average incomes was a 
little more significant than the gain in employment, and in construction the 
emphasis lay more heavily on average earnings. The increases in employ- 
ment and average earnings in construction were the highest among all major 
industries. 
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TABLE 19 
LABOUR INCOME AND PROFITS 1961 TO 1965 


— 1961 1962 1963 1964 1965) 
\ 


(Millions of dollars) 


Wages, salaries and supplementary 
arse ENCOUNG weet a ar er, nae eee 18,996 20, 233 21,546 23,416 25, 628 


Corporation profits before taxes and 
before dividends paid to non-resi- 
CENGS eR ot te. cen nee 3,427 3,750 3,996 4,580 4, 967 


(Per cent change) 


Wages, salaries and supplementary 
LA DOUNUHCOMER AR ae aati een eerste ae: +6.5 +6.5 +8.7 +10.6 


Corporation profits before taxes and 
before dividends paid to non-resi- 
Gen tS Mae cere Maa Rots city ete eee ee +9.4 +6.6 +14.6 +11.0 


© Average of 3 quarters, seasonally adjusted at annual rates. 


TABLE 20 


LABOUR INCOME, EMPLOYED PERSONS AND AVERAGE INCOME 
1963 to 1965 


SELecteD INDUSTRIES 


Per cent increase in 


Labour Income Employed Persons Average Income 

1964 1965 1964 1965 1964 1965 
1963 1964 1963 1964 1963 1964 
MAMING «ok Reo RRSEEE Col ates. Woe nee 4.9 13.0 0.8 6.3 4.1 6.3 
MWantiactining see ce . eee eee 8.6 10.2 4.8 5.6 3.6 4.4 
Constructions ease 8. oe 11.5 23.7 pao 10.0 5.9 1235 
UT AC OS Bn SRE a ere an Ree oa 8.6 10.5 4.0 5.0 4.4 ley 
Finance, insurance and real estate....... 9.2 8.4 one 5.4 3.8 2.8 
Total all industries............. Bi 10.9 Bad 5.4 4.8 Daw 


1965 preliminary estimates by Department of Finance. 


Source: Estimates of Employees by Province and Industry, Occ. Paper, DBS Cat. 72-503; Ibid, monthly, 
DBS Cat. 72-008; The National Accounts; The Labour Force Survey; Department of Finance estimates. 


Weekly wages and salaries” in these same industries in 1965 amounted to 
$111.39 in mining, $94.03 in manufacturing, $103.27 in construction, $76.47 in 
trade, and $88.23 in finance, insurance and real estate. Thus, the industry in 
which employment expanded most rapidly, namely construction, was one in 
which average weekly wages were relatively high. In the case of mining, employ- 
ment also rose more rapidly than the average, and here also average weekly 


® Source: DBS, Employment and Payrolls, Cat. 72-002. The data employed here refer to establish- 
ments employing 15 persons or more, and in certain respects are not strictly comparable to National 
Accounts and other data. 


(a 


wages and salaries were high. In the finance, insurance and real estate group, 


where weekly wages and salaries are relatively lower, the increase in employment 
was about average. 


The movement of workers into construction employment from other indus- 
tries was an important element in the increase in total labour income. Some of 
the additional workers in construction were drawn from the mining industry, 
although despite this the mining sector increased employment in 1965. Most of 
these additional construction workers, however, came from industries in which 
average weekly wages and salaries were lower than in construction. Some skilled 
workers were drawn from the manufacturing and trade sectors, but a large number 
came in from agriculture. Many of those who came from agriculture had been 
self-employed, and as wage earners in industry added to the increase in labour 
income. 


Corporation Profits 


The changes in corporation profits before taxes and before dividends paid 
to non-residents, which were presented in summary form in the introductory 
section of this review, are set out in greater detail in Table 21, and shown in 
Chart 14. 


This table indicates that the rate of growth in profits was less in 1965 
than 1964 in a large number of industries. (These comparisons are derived from 
Department of Finance preliminary estimates). Actual declines in profits occurred 
in the paper industries and textiles, knitting mills and clothing. The rate of 
growth in profits was higher than in 1964 in the utilities group, the service indus- 
tries, food and beverages, and retail trade. 


TABLE 21 


PROFITS BY INDUSTRY 
1963 to 1965 


Per cent increase 


a 1965 1964 1965 (2) 
1964 1963 1961 
MinniomOrarryine and Oil’ Wellsin. nas teceuscemsrd cc: chide one oe 12.0 32.9 14.7 
otal Manutacturnge Industries: «<9 r-orrr ee we ee ees 7.6 8.6 10.2 
Hoodkan di. Beverages ..o0) rane dex: | enti on eet Sabon so 10.9 10.3 7.0 
INOS DRS Gch ee, | SEY OR ae Reena SER Sar irne | —16.3 10.3 —0.3 
MOXPileS i The Btw. = hscs hovcccp neue tls hors feces te cee ne heen — 1.3 —5.1 2e6 
Metallinddspries: | wit. Stee one een ee ee aan 18.7 ies 14,4 
MlectricaltProductsh: Be tsiskts co Le UR, ee 12.9 27.8 29.0 
Petroleum anda oa (Products siy.nct nok eva ceva en A 7.8 14.3 6.1 
Guemicalsw fo. uk ae ce eo BAG Bia strtoenwiretias 7.5 ‘iBjas} 16.3 
Transportation, Storage and Communication...................-. 23.4 25.7 15.8 
ElectricsPower and’ Gast Utilities: da tose dos eck Mad des . somes pances 24.3 —1.3 1.4 
Wing) erste TEP Oita Vs AER A es, se, Re Rae. ean: mane. Ea 1A vaYs 18.2 13 0h 
Reta Adeeb. Ok Mite ccc Oe AONE, ec eee SNES Prete 16.5 6.1 9.2 
iimanceyInsnrancey Real Hstate, issacteb & Jc. Bels a aeons 4.6 19.2 5.3 
DOLMICO MNGUSETICS hac cbc Seite ee Aes <aieps Re sas aka = Sete oheacs Mento seat 35.0 19.0 15.8 
Dotali ti irser de cess. Aan. ASRS Ut IRAE. Ree 11.0 14.5 10.3 


1965 preliminary estimates by Department of Finance. 
() Expressed as annual compound rate of increase. 


78 


CHART 14 
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’ Comparing both 1964 and 1965 to the trends established over the 1961 to 
1965 period, it may be seen that the 1964 annual gain was greater than the trend, 
rate in the majority of industries. In 1965, partly because of the sharp 1964 
gain, the annual increase tended to be rather less than the trend, although there 
were some marked exceptions. At the same time, wage costs in many industries 
rose more rapidly than productivity, and the margin of profits was lowered in 
those industries subject to a greater degree of competitive price pressure at home 
or abroad. By contrast, some industries (for example, the foods and beverages 
processing industries) managed to sustain their rate of improvement in profits. 
In other industries, the conflict between rising costs on the one hand and the 
degree of freedom to adjust selling prices on the other had varying results. In 
retail trade, the buoyancy of consumer demand for all kinds of goods permitted 
upward price adjustments sufficient to offset cost increases. A similar situation 
was observed in the construction sector, where tender prices were reported as 
substantially higher in many parts of the country. 


Production Costs 


In the business sector as a whole, excluding agriculture and the non- 
commercial services, profits per unit of output are estimated to have risen by 
about 4.0 per cent in 1965. This was below the increase recorded in 1964, when 
profits per unit of output rose by 6.2 per cent from the 1963 rate. In manufac- 
turing, corporation profits per unit of output appear to have continued their 
declining trend, as Table 22 indicates. This table also shows a sharp increase, 
amounting to over 2 per cent for the year as a whole, in labour costs per unit of 
output in the manufacturing sector, while labour costs per unit of output in the 
entire non-agricultural economy, including the government and non-commercial 
services sector, rose by over 4 per cent. 


TABLE 22 
PER CENT CHANGE IN UNIT LABOUR COSTS AND PROFITS 


1962 1963 1964 1965 
1961 1962 1963 1964 
Labour cost per unit of non-farm output.............. baa! ee 1.6 4.2 
Corporation profits per unit of business sector output 3.6 1.5 6.2 4.0 
Wage and salary costs per unit of manufacturing 
OMTUD Ube Eee a ea le. Be te ele. eon tert —0.3 0.6 0.6 2.3 
Corporation profits per unit of manufacturing output. 6.9 4.0 0.4 —0.3 


@ 1965 preliminary estimates by Department of Finance. 


The relatively favourable performance of the manufacturing sector com- 
pared to the total economy is due in part to the behaviour of unit labour costs 
‘in the construction and service industries in 1965. The lesser opportunities for 
productivity improvement in the service industries in conditions of generally 
rising hourly earnings raised aggregate unit wage costs accordingly, and unit 
labour costs were higher also in construction. However, the role of the manu- 
facturing industries in Canada’s international competitive position is important. 
This is true, whether it refers to industries competing in export markets or to 
industries supplying the domestic market which face import competition. In 
the United States, which is both Canada’s largest market and her greatest 
competitor for most internationally-traded goods, labour costs per unit of out- 
put in manufacturing have been declining or stable. 
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CHART 16 
PRODUCTIVITY, LABOUR COSTS AND PROFITS 
IN MANUFACTURING 
Monthly - Index 1957=100 
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Over the past five years, Canada’s competitive position improved in rela- 
tion to that of other countries in all of the world’s major industrial markets. This 
was caused by a combination of a decline in the value of the Canadian dollar 
and relatively stable prices in Canada, alongside sharp increases in prices and 
costs which took place in many other countries during this period. 


Price Trends 


The productivity and cost developments discussed in these pages and the 
various economic forces underlying these changes provide a useful framework 


within which to view price changes. However, as will be pointed out, other 
factors are also important in explaining changes in prices. 


In broad general terms, it has been noted that the value of the Gross National 
Product in 1965 rose by an estimated 9.3 per cent, its volume by 6.4 per cent, 
and hence its price by 2.9 per cent. (These estimates are preliminary only for the 
year as a whole.) On the basis of the analysis presented in these pages, it is 
possible to show a similar analysis of a number of individual industrial sectors 


on the same basis. 
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The value of the total product on an industry basis is the sum of the pay- 
ments to the factors of production (e.g., wages, rent, interest and profits) directly 
employed by each industry. The volume of output represents the real amount 
of production on an industry basis and is analogous to constant dollar GNP®. 
The ratio of the value over the volume of output by industry is an indicator of 
“price” or “cost’’ changes by industry. Such “prices” are not real in the sense 
that they are quoted on commodity exchanges. However, they have a real 
economic sense in that they reflect the relationship between the dollar costs 
of adding value to goods and services through the use of productive factors and 
the efficiency with which these factors of production are employed. 


Any individual industry has selling prices which are influenced by the costs 
of production in that industry as well as by the costs of materials and services 
purchased from other industries. Since we are concerned with the ““prices”’ of 
value added in particular industries, the prices of purchases from other industries 
must be removed™. The difference between gross sales and gross purchases, 
called value added, consists of returns to labour and capital. In turn, the wage 
bill can be subdivided into the number of employees and their average earnings, 
(or manhours and wage rates). Similarly, the non-wage incomes, such as profits: 
and unincorporated net income, can be subdivided into the capital stock and the 
rate of return on that stock. The wage rate may be seen as the “price” of labour 
and the rate of return as the “price” of capital. Similarly, the volume of produc- 
tion may be seen as the quantity of labour and capital input times their produc- 
tivity. Accordingly, the total “price” charged by each industry can be seen to 
consist of labour and capital costs, or simply unit costs of the factors of produc- 
tion. Obviously, productivity gains reduce such costs. 


Table 23 indicates that annual average increases in the value, volume and 
“price”? components of business product over the whole postwar period amounted 
to 7.4 per cent, 4.8 per cent and 2.5 per cent respectively. In the business expansion 
from 1961 to date, there was much less price pressure than previously, since 
business product prices increased by only 13 per cent per year. There was, how- 
ever, a renewal of price increases in 1965 of the same order of magnitude as those 
of the postwar average, amounting to about 23 per cent in that year. 


Earlier comments on the components of the National Accounts deflators 
point out that some of these components, by convention, do not allow for changes 
in productivity, and hence do not accurately reflect cost developments in the 
economy as a whole. The removal of these elements of price from GNP results 
in a more accurate portrayal of the effects of demand and supply pressures on 
real resources in the business area. As already observed, the price increase in 
business product was about 23 per cent and the volume increase was about 63 
per cent in 1965. 


An examination of the industrial breakdown of business product over the 
whole postwar period (Column 1 in Table 23) indicates lower than average price 
increases for mining, manufacturing (particularly durables), transportation and 
communication and electric power, gas and water utilities. These are high capital 
intensity industries. They have also had the highest productivity gains in the 
postwar period. Wage rate increases granted in these industries were apparently 


See ‘Indexes of Real Domestic Product by Industry of Origin”, DBS Catalogue No. 61-505. 
“In effect, the ‘‘price”’ of value added in an industry may be represented as follows: 


“‘Price’’ of Current value of sales Current value of purchases 
value added = _— 
by industry Constant value of sales Constant value of purchases 


Il 


selling price — buying price 
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TABLE 23 


VALUE, VOLUME AND PRICE COMPONENTS OF GDP BY INDUSTRY 
(Per cent changes per year) 


1949 to 1961 to 1964 to 
1965 1965 1965 
Forestry 
EVpall ESSe SCRE Pee ERE RE. SRT AT. PUPA ET Ee Pe eI ee rari 3.6 5.8 2.4 
Volume sdk heat Giond ce Ong OL DRE e e en  ee a Biel 5.6 Dae 
TERE OB oo. ecuGh ARG ig 2h WS HSS IEE Re 0.5 0.2 O12 
Mining 
WHATS ot Sec i Re 6 Can, SP are foe nee 2. ok eee nr ee 8.1 feat Ae, 
SUSE on 6 falar gare ie i neers, enters eran reer ene 8.1 6.7 6.0 
iqnceny, : i: eS Mee By Ls Sn a a oie ek ee Oe one ont oe ee ee -= 0.4 4, 
Manufacturing 
UTE eee a.cls Loe Ee ene Or ee aor area G25 8.5 8.7 
Volume SiN Get CIC GE REaa eG SRO Dee ee tite. eR er cee ae 4.5 Tok 7.0 
PICO ety Se a S08. AT EF hts. wee dna Hodarhins hs 1.9 aS 1.6 
Construction 
SSIS ic No Banc ESS a ae ee eee eee emer is rere’ 7.9 10.0 18.8 
Volume Re ee oe ee od on se Sesdte Sp) ick av a 4.8 5.9 11.2 
A121 CO ee oe ec he hulls ays Banks CetOe + Same Upon Y op 2.9 3.9 6.9 
Transportation, storage and communication 
ATOM RARE AMR Merete Oy ac ete. AAS, ha PE AT, olth whi SoMa edie TAG, 6.5 Ue 
Volume ee. eee a see 2) Oa wear duce «geen te eat Gnd 6.5 
eT CG EC OE EE oe oot laden, s ghee ols. sue tates = eek 2.0 —0.2 0.7 
Electric power, gas and water utilities 
Ae Up ee AONE, iy Serer TS, eee ee ee 9.6 6.6 9.9 
\iellatan et io 5 OS se tae it a ne ee et ema ns oe 7.8 (BU 8.3 
ETICG eee Lea EU RET EARS, ERROR OE OR SUA ei tee ME eh —1.0 1.5 
Trade 
WEN Riven ah ce ok ies ae Re Meta tae @ hE LM Lame ASS meres 6.7 (a3 9.5 
Weolian@e Rae, ee See EAE Se HE Gta SPOR Ae COTO ata ot oe 4.3 5.4 6.3 
DHGe Ad Lae. 2 ee EE as Se EL EE. Se ey 288 24 ied 3.0 
Finance, insurance and real estate 
Sai, BE a eR 2 Ee ee net ere 8 Oe, 1 ec 9.1 thes He 
AWG} Fr 0 eles onegy tes het 3 ie cach eae Toe Or et CRO CRs, A SP Ore Re 4.8 4.7 4.1 
TOTES vc est eee IR eh a Pant ee ela G. eomagoe ccmn mee 4.1 Bios 3.1 
Other commercial industries” 
NS TER ee ee Ne tee aes Sen cWUtED takes Showa Ree 9.0 8.7 7.8 
Wo lwmer sd. em pee ates 9 oR. Rides EE POs stat Saye las 3.8 5.9 3.4 
Satay 4 Me ee en re ee aS es ene DD eo 4,2 
Torat, Business Propuct 
Ania sae 2, hake ee Or tear en ee eros wees SoM b a dot toa. 7.4 att 8 
Wioluined. Lh Perey EIR RES. . SERGE, oN. FAR Paleo eidae «Sk 4.8 6.3 6.4 
Teas d Chen tO aN, Pa Lae RRL Oe ota we okie A OMe BER on 1.4 Pee 
Agriculture 
Gai LI Cpoeae. caer eae ae eels chien Rieti Rare. is, Sarde Sever ‘ct SarcioRangtr roe 2.4 10.1 9.0 
Sica) a oR ae ed Anco 0 pennant. onitu cian OR gaeO oor 0 25 6.4 6.0 
COME IAs, Seen beatae Sane Bd Seder PA, cover icieemeaiegs ste — Sind) 2.8 
Public admin., defence and community services 
ale: Aaermsi ets ob ei: MESES ae -, ree ei ce aera ty _- _— — 
IRV es Gy bR ad 2 28 ta SRA Sg 8 98 A OE Go ait) Setio ci aie 4.2 1.0 222) 
Cee, UG) eT owe PEO aD LER At MRR RE Meats ba terene — — — 
Torat Domestic PRropuctT 
algarve ate Le eet. POTIEE TG, “EEE = eta stmt a2 7.8 8.8 
AWA rica cy git se AIR eG cae To CL Mb) Cian rre et ror Die 2x 4.5 5.8 Gel 
I yd tery -a sects et eeearnenniee ete, ie ep ieadin Soren: mpoirenintn Gminioring sc OF 2.5 1.9 2.6 


Gross Domestic Product is equal to GNP plus net outpayments of interest and dividends minus 
indirect taxes less subsidies. ; i 

()Includes recreation, personal and business services. | : { 

(3)Includes schools, hospitals and health services, religious and other community services. 

Source: DBS National Accounts, annual issues, Table 21 and DBS Indezes of Real Domestic Product 
by Industry of Origin (Cat. No. 61-505 and 61-005). Value Estimate for 1965 made by Department of Finance. 
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absorbed by rising productivity, with consequent reduction of the upward 
pressure on prices. These long term trends toward greater productivity and lower- 
than-average price increases have by and large continued through the current 
expansion. Mining recorded substantial increases in price in 1965; this was 
probably due to conditions in external markets for mineral products. 

In contrast to the relatively low price trend in terms of value added in the 
above group of industries, the construction, trade, and broad service groups had 
greater than average price increases throughout the postwar period, and again 
in 1965. 

The construction industry, according to these measures, increased its value 
of output by 8 per cent per year over the whole period, representing a volume 
increase of 5 per cent and a price increase of 3 per cent per year. In the current 
expansion, from 1961 to date, the available measures show that construction 
value, volume and price increased by 10 per cent, 6 per cent and 4 per cent 
respectively. These increases accelerated in 1965, as shown in the last column of 
Table 23. It should, however, be noted that there are some serious difficulties 
of price measurement in this industry. 


Price increases in the value added by wholesale and retail trade over the 
whole postwar period amounted to 2.4 per cent per year. They amounted to 1.7 
per cent in the period 1961 to 1965, but rose to 3.0 per cent in 1965. The volume 
of output in trade was similar to that of total business product. 


In finance, insurance, real estate and other commercial services, increases 
in the price of value added were above average throughout the postwar period, 
but statistical difficulties prohibit any real inference to be drawn from this type 
of measurement. The financial and commercial industries round out the industrial 
coverage of business product, in which they have 25 per cent of the total weight. 
Any inaccuracy in the measurement of the price of value added in these industries 
would have a corresponding effect on the price component of total business 
product. 


Summarizing the evidence, it may be said that the goods-producing indus- 
tries, plus transportation and electric power, gas and water utilities, have gener- 
ally contributed much less to overall cost increase in the postwar period and in 
the most recent expansion, than have the distributive trades and financial and 
commercial services. There are difficulties of price measurement in the latter 
areas, and in the construction industry. Nevertheless, it is in these areas that the 
increases in 1965 in the price of value added appear to be most prominent. 


Turning to more commonly used price indexes (for example, the consumer 
price index and the general wholesale price index), it is worthwhile noting that 
each index is designed for specific purposes, and its use as a general, overall 
indicator of economic trends may be subject to limitations. Thus, the Consumer 
Price Index cannot be regarded as a sensitive indicotor of cyclical cost develop- 
ments, although consumer prices reflect, sooner or later, the cost developments 
discussed in these pages. The Consumer Price Index is primarily intended to 
serve as a measure of changes in the prices of consumer goods and services, 
including those purchased from abroad. In conjunction with data on earnings, it 
can be used to derive an approximation to real wages. In this connection, the 
following table is of interest, since it draws attention to the general importance 
of productivity improvement in raising real wages over time. 
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REAL EARNINGS AND PRODUCTIVITY, BUSINESS SECTOR 


Per cent change over preceding year 
= Average 
Compen- Consumer “‘Real’”’ Manhour 
sation Price Hourly Produc- 
Paid Index Earnings tivity 
Per Hour® 
LU Dilkes See Ys (ie Dap ape a tne meine Same 6.1 0.9 ae 4,2 
OG Zara en Mee aaah ne eee ces fb ee 2.5 1, 2 ime 1.6 
AOS toe ie bio! tie atu te Bun eas.0 & CRS Ten Rae eae 4.4 1.8 2.6 3.0 
LOGE eee ty ae ee eae ee Rat), LS Se eS 3.6 158, 1.8 2.6 
LOGO eee RETA PER 4 PEE ek 5.8 2.4 3.4 1.8 
DeVERITAVCLALCH ee alae tee sete 4.5 1.6 2.9 ih 


b © Total compensation paid divided by total hours worked. Includes effects of changes in rates, over- 
time and inter-industry and occupational shifts. 


Details of the changes in the Consumer Price Index are set out in Table 8. 
In 1965, the effect of severe drought, not only in some parts of Canada but 
throughout most of the eastern United States, was sufficient to raise the price 
of some staple food products, particularly potatoes, very sharply. While improved 
conditions during the summer permitted these prices to decline, new pressure 
arose as a general shortage of meat supplies developed in the United States 
Strong prices in cattle and meat markets therefore emerged in the United States, 
and this in turn forced Canadian prices to rise as Canadian producers sought 
their most advantageous returns. 


Rising standards of living also have had their impact on the Consumer 
Price Index. Larger numbers of cars on the roads, and the growing preference 
for bigger and more expensive models, have resulted not only in more insurance 
claims, but also in larger claims. Accordingly, there have been increases in car 
insurance rates which caused the index to rise in 1965. Higher standards of public 
service have also been associated with higher property taxes and higher sales 
taxes in many areas, as modern living calls for continuing improvement in high- 
ways, schools, hospital care and social services generally. While much of this 
represents higher standards of consumption, a great deal of it is reflected in the 
record in the form of higher prices to consumers. 


A second common measure of price changes in the Canadian economy (and 
one which excludes changes in the cost of imports) is the price index (“‘deflator’’) 
used in constructing the National Accounts constant-dollar tables. This measure, 
which rose by about 3 per cent in 1965, reflects not only the changes in prices 
but also the changes in the pattern of purchases. The greater relative importance 
of construction in the 1965 expenditure pattern therefore affected the movement 
of the total index fairly strongly, insofar as the index for construction outlays 
rose rather more than the index for some other forms of expenditure. Movements 
in the GNE “deflators” are set out in detail in Table 24. 
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The Gross National Expenditure price index reflects a number of other 
special factors apart from the change in composition of expenditure. In particular, 
it includes the influence of indirect taxes; this was again a factor in 1965, as the 
prices of construction materials and machinery went up following the removal 
of the final part of their exemption from sales tax on J anuary 1. It also is affected 
by the growing emphasis on government and community services in the con- 
sumption pattern, as these are activities in which wage increases are reflected 
immediately in the price measurement. As noted earlier, this reflects the con- 
vention of not measuring productivity changes for these services. Higher 
export prices have also been a feature of the GNE deflators in 1965, as some 
world commodity prices have been higher. 


The Industry Selling Price Indexes, referred to briefly in the introductory 
section of this review, are a helpful indicator of cyclical and cost developments. 
These indexes report price changes excluding tax changes, and are also designed 
to exclude such factors as insurance or freight costs incurred in transporting 
merchandise from the factory to the customer. They cover a large part of the 
manufacturing sector, but are not comprehensive. 


A selection of industry selling price indexes was shown in Table 7 and their 
recent movement was illustrated in Chart 3. The effect both of special factors 
and of some advancing cost pressures can be seen in this table, with the meat 
shortage having a particularly powerful impact on the meat packing industry. 
The cyclical trend in steel ingot prices in this table is shown by the downward 
movement into 1963, and the reversal in 1964 and 1965. Construction demand 
affected the 1965 movement of cement prices and sash, door and planing mills, 
while the downward movement of motor vehicle prices is also apparent. 


It may be observed that many of the well-known wholesale price indexes are 
of value as an indication of costs of materials to users in certain sectors. In 
particular, the residential and non-residential building materials indexes are of 
help in revealing the trend in prices builders must pay for their materials. In 
1965, the residential materials index (1949=100) rose from 149.5 in January to 
151.3 in November, and the non-residential index rose from 145.5 to 148.5. These 
changes provide additional evidence that the rise in construction costs in 1965 
was associated more with higher labour costs (including sub-trades costs) than 
with higher materials prices. 


DEMAND 


Public and Private Investment 


The current investment expansion in both public and private sectors ac- 
counted for one-third of the total increase in demand strengths in the past year. 
Total public and private investment expenditures rose by about $1,850 million, 
- while total demand from all other sectors combined—consumers, governments 
with respect to their current outlays, exports and change in inventories— 
amounted to some $3,800 million. A considerable part of the investment expan- 
sion, particularly that which took the form of machinery and equipment, was met 
by importing such items from abroad. However, there remained a substantial 
portion of the total investment programme which competed for domestic supplies 
of labour and materials, and which had important but less direct effects (mul- 
tiplier effects) in adding to incomes and expenditures in the other parts of the 
Canadian economy. 
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This was the second successive year of rapid expansion in total public and 
private investment. The rates of increase amounted to over 15 per cent per year 
in both 1964 and 1965, exceeding the increases of about 9 per cent per year re- 
corded in gross national expenditure in each of those two years. Thus, the share of 
investment in total expenditure increased in both years, to reach a level, in current 
prices, not far short of the two previous peaks, in 1957 and 1929. In contrast to 
the 1955-57 investment expansion, which was concentrated on electric power, 
oil and gas and other primary resource industries, the present expansion is notable 
for relatively greater emphasis on manufacturing, commercial and institutional 
construction (schools and hospitals) and service industries in general. Within 
manufacturing, resource-related industries such as paper products and primary 
metals continued to account for a large part of the new investments, but secondary 
products such as textiles, chemicals and transportation equipment played a much 
more prominent role. New manufacturing plant and equipment expenditures 
increased over 20 per cent in both years, and amounted to nearly one-fifth of total 
public and private capital expenditure. By 1965 they exceeded their 1957 per- 
centage share in total investment. 


Trade, finance and commercial services increased their investment outlays 
by approximately 20 per cent in both years, and were an important contributor 
to the overall investment increase in 1965. This present expansion thus appears 
to be related to continued urbanization and the development of secondary 
processing and services industries, to a much greater extent than previously. 
Further industrial detail is given in Table 25. 


TABLE 25 
PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


—-- 1961 | 1962 | 1963 | 1964 | 1965 | 1966 
(Millions of dollars) 


Armiculiune andetishing ties neler Bean 576 663 762 836 928 975 
IROLERUTY Gass AE ee ee ee 50 54 60 88 102 102 
Mining, quarrying and oil wells..................... 449 480 521 632 687 936 
Manufacturm pc. Pio Solel eee eee MEd ok ee 1,085 1, 269 1,358 1,831 2,238 2,696 
Electric power, gas and water works................ 706 720 763 1,129 1, 282 
Transportation, storage and communications........ 992 881 1,008 ale lal 1,289 1,381 
Constinction industry ae... ee eee 136 109 135 197 235 248 
Trade, finance and commercial services............. 847 860 918 1,042 1218 1,464 
BRIS IUUEIODS. fhe. oace tes ee as oc Mer rece 617 834 873 771 1,009 1,261 
TEV OUBIN DF aes csr ane oh Sees ace anne Sete IAG Te el OS(aleaedioel) 6250281) 9 2.139 2,216 
Government departments:.....40)5.......,-. nen Ie d: 7 1, 258 1, 282 1,460 1,830 1,985 

Total Capital Expenditure.................... 8,172 | 8,715 | 9,393 | 10,944 | 12,798 | 14,546 

Total Capital Expenditure as a percentage of 

Gross National Expenditure................ 21.8 2125 21.8 23.3 24.9 
Index of total Capital Expenditure in constant 


Oliare CON i = UOT ace eran e ene, cette 89.5 93.1 9707 0827) lot 


Source: DBS and Department of Trade and Commerce. 


Housing and social capital outlays in 1965 were also large, and were of course 
associated in some degree with this business investment activity. However, 
social capital expenditures are also directly related to the population develop- 
ments discussed in the Economic Review of 1964. The construction of primary 
schools, then high schools, now universities, has accompanied the postwar 
population surge throughout its various stages. In addition, there have been rapid 
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urban expansions involving all of the needs of local supply, such as water, 
electricity, sanitation, road and highway construction and the building and 
equipping of hospitals and many other municipal facilities. 


TABLE 26 
RECONCILIATION WITH NATIONAL ACCOUNTS INVESTMENT 


— 1961 | 1962 | 1963 | 1964 | 1965 | 1966 
(Millions of dollars) 
Private and Public Capital Expenditure, Table 25...| 8,172 | 8,715 | 9,393 | 10,944 | 12,798 | 14,546 


Deduct: 
New residential construction by governments... 9 10 6 it 9 8 
New non-residential construction by governments] 1,368 1, 562 1,609 1,618 | 2,113 2,379 
New machinery and equipment outlays by 

WOVETNIMENUS savers se leek «etme os ootek 160 183 187 216 252 294 


Business Gross Fixed Capital Formation in Housing, 
Plant and Equipment—National Accounts def- 
TOTNES £0) Np can He sa EUR ety Clee 2 PERE EAS rc) CS OC ene 6,635 6,960 7,591 9,103 | 10,424 11,865 


These developments are reflected in the following table, which shows that 
business investment accounted for an increase of $1,100 million, social capital 
an increase of $650 million, and housing an increase of $100 million, in the year 
1965. The classification below is according to that used in Public and Private 
Investment, rather than that of the National Accounts. 


MAIN COMPONENTS OF INVESTMENT DEMAND 


($ million) 

Increase 

from 
1964 to 

1964 1965 1965 
Business Capltal... coer eeu, - - eerie es ee ernie ee 6,617 7,719 1,102 
MTOQUSING 4 imc sn ieiotels = 0 se MES er ona ee oe 2,028 Fae MBSE 105 
Socialtcapital v0 wae os Memes cael aie ele eae 2,299 2,946 647 
Total -Publictand Private ...cceemeree cise. ane 10,944 12,798 1,854 


These main components of public and private investment are compared 
with Gross National Product in Chart 17. Here it can be seen that business 
capital has traditionally fluctuated much more than Gross National Product, 
while social capital outlays have followed a steadier course, except in the past 
year. Housing expenditures have shown a variety of movements. However, the 
chart suggests that, in the past, they have frequently changed direction in ad- 
vance of general business conditions, turning downward a year 1n advance of the 
general business peaks and moving up from their cyclically lowest points well 
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CHART 17 
PUBLIC AND PRIVATE CAPITAL EXPENDITURES 
AND GROSS NATIONAL PRODUCT 
1953 TO 1965 


Billions of Dollars Billions of dollars 
60 yl 60 
ae = 50 
50 EN ae 
s _ 
40 _— acid 
30 =) Rf) 
20 | 20 
Total Public and Private 
Capital Expenditures 
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9; 9 
3 ails 
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before the general business troughs are reached. Over the past ten years, expend- 
itures on social capital appear to have been advancing much more rapidly than 
housing outlays, and may also have exceeded the rate of growth of business 
capital, although the large fluctuations make it difficult to pick terminal years or 
to fit trends for such a comparison. 
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TABLE 27 


INVESTMENT AS A PERCENTAGE OF GROSS NATIONAL EXPENDITURE 
1948 to 1965 


Total Housing Business 
Private and Investment 
— and Public Social Private and 
Investment Capital® Public ®) 
LOE ae PES Or 1 ere ee Dah Pi re. yd kh Sorin abd « outed 20.4 7.8 12.6 
iV set ee. Ce eR ee ee een eee a 21.7 8.7 13.0 
LOSE Te ee era. ee Men ae ae 21.9 8.9 13.0 
WW sk el meet ak ul Ss ele ot DO oe On a ee a oO PS 22.4 8.6 13.8 
LO 5a ee Ae Een tome, np hates nscacs. dan bere tha: 22.9 9.0 13.9 
IS Se oe me eee sho Sa ots 9 ete as 23.9 9.4 14.5 
RODE eee SO eee ene, Smee tel EL ede SR 23.0 9.6 13.4 
LOSS sek eepeeles ee BIN hectare hicaky. cach totale snah. eh. 23.0 9.8 13.2 
TOARS aa Seo a ete ee a ere Se 26.3 9.9 16.4 
LOD ee SNe eer, ate, kh A a FEE BE Theis 273 9.6 War 
LORS Pe Pentre tae da) KEN Me Laie bd ony las Sie Aas one eats 25.4 10.6 14.8 
TORO. 5 bk ae cs CESE s RO Ee Bae ey ren eae 24.1 10.4 Sarl 
LOGUE MTR ate PER nn et eae iain s wit. 2 oe Align sn cla edlesees 22.8 9.3 13.4 
LOGIE eee re Oe Fat). Ee a 21.8 9.1 pee 
OGRE 6 ton’. gente oo esr cher eee. Aden ee hres anges oPaeert 21.5 9.52) 1223 
SOR ee eae es ON wie ogy, Pree a aaa eee Su ee 21.8 9.1 127 
EGE ee ee ee. SER ee Metre reat oe DAS De ho a ee LM 23.3 9.2 14.1 
LOGS ee nen Oe tno ec Peter eee tas | Doser), cobs ais. bey th ante ty, 24.9 9.9 15.0 


() Includes housing, outlays by government departments, institutions and municipal waterworks. 
@)Includes government business enterprises. 


Government Expenditures 


Purchases of goods and services by all levels of government, estimated at 
$9.5 billion for 1965, were over 10 per cent higher than they were in 1964. They 
represented 18.6 per cent of gross national expenditures, a slightly higher pro- 
portion than that recorded a year earlier. Provincial-municipal expenditures, 
which account for almost two-thirds of total government outlays on goods and 
services, rose by 13 per cent, while the increase at the federal level amounted to 
7 per cent. As a result, the provincial-municipal share of total government sector 
purchases of goods and services increased again, continuing the rising trend in 
this ratio which has been evident since World War II, except for the brief in- 
terruption caused by the Korean war. The smaller increase in the federal total 
results in part from the declining relative importance of defence expenditures 
within the total. 


Within the government sector, it is of interest to note where the changes took 
place. Of the $3.3 billion spent by the federal government on goods and services 
in 1965, slightly less than one-half was accounted for by defence, which showed 
little change from the previous year. The non-defence portion 1s estimated to 
have risen by some 15 per cent, or about #240 million. Approximately one half 
of this was attributed to increased investment outlays for buildings for public 
use, for the development and construction of harbours, wharves and dams, 
and for the acquisition of equipment such as icebreakers. Another significant 
increase, amounting to almost a quarter of the total non-defence advance 
in expenditures at the federal level, resulted from increased labour costs, 
including those retroactive payments to a large number of government em- 
ployees which were paid in September. Much of the balance can be explained 
by lower net liquidation of inventories held by government commodity agencies, 


and by increased payments for international aid. 
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The provincial and municipal governments, taken together, increased their 
demand for goods and services by over $700 million, to a level of $6.3 billion 
in 1965. One-half of this 1965 gain occurred at the provincial level, although in 
the aggregate provinces account for a little more than a third of overall provincial- 
municipal spending on goods and services. A substantial part of the increase in 
spending by departments of provincial governments was for construction, pri- 
marily of roads, bridges and highways. The balance of the provincial increase 
can be attributed to higher wage and salary payments, which rose by about 10 
per cent over the year. 


Labour costs account also for the major part of the increase at the municipal 
level. This is especially the case in the field of education, where salaries and wages 
have shown annual increments of about 10 per cent for several years, reflecting 
not only rising standards and rising salary levels, but also the continued increase 
necessary in staff and facilities as the number of young people in schools and 
training establishments continues to increase. 


Personal Expenditure 


Consumer expenditure remained an important sustaining force in 1965, 
rising by over 7 per cent and accounting for about two-fifths of the rise in total 
demand. Personal expenditures on durables in the first nine months of the year 
were just over 8 per cent above the level recorded during the same months of 
1964. These purchases were strongly concentrated in new and used cars, and 
spending on home furnishings was also higher. This 8 per cent rate of increase 
was in keeping with the long-term rate for the period 1949 to 1965, and was 
below the rates of increase which occurred in both 1963 and 1964. 


Purchases of non-durable goods in 1965 rose by just under 7 per cent. This 
movement reflected not only a larger volume of purchases, but also the sharp 
increase in the price of some food products during the course of the year. Pur- 
chases of services by consumers also rose substantially, and here again a signif- 
icant rise in some prices contributed measurably to the overall increase. Table 
28 compares the various growth rates, in both current and constant dollars, of 
the components of consumer expenditure in the postwar period. 


TABLE 28 


COMPONENTS OF PERSONAL EXPENDITURE 
ANNUAL GrowTH Rares 


Per cent 
1949 to 1965 1961 to 1965 1964 to 1965 
$ current | $ constant | $ current $ constant | $ current | $ constant 
Non-durables......4,....%. j20 4.0 5.6 4.1 6.8 5.2 
Durables. Wii Bae 7.9 7.0 9.3 9.6 8.1 8.7 
SEnVICCSAnNe sada een ae oe 8.4 4.6 6.4 ao Yeah 4.9 
ss eee ae ae ee 6.8 4.6 6:4 Ai |, 79 5.6 


The aggregate increase in personal expenditure in 1965 reflected both the 
increase in employment and incomes and also the changing age-structure of the 
population. The sharp rise in the number of young people earning money was an 
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important factor. Purchases of used cars, clothing, some foods and beverages and 
many kinds of personal consumer services all increased substantially, in part as 
young people entered the market for consumer goods and services. On a per 
capita basis, consumer expenditures in constant dollars rose by about 3.0 per 
cent per year between 1961 and 1965, but the rate of advance in 1965 alone was 
in the region of 3.7 per cent. 


It is of interest to compare the growth pattern in consumer expenditures 
over recent years and over the longer term, as they are set out in Table 28. 
While personal consumption patterns are, of course, influenced strongly by rela- 
tive price movements, the constant-dollar trend comparisons over the longer 
term give some insight into the changing economic structure (as it is reflected 
in final consumption patterns) and changing standards of living in Canada. 
The period from 1949 to 1965 shows an annual rise in total consumption of 4.6 
per cent. Population during this period has risen by 2.4 per cent per year, so 
that real consumption has risen by more than 2 per cent per year. As the table 
shows, purchases of durables of all kinds—cars, furniture and home appliances— 
have shown the most rapid rate of growth, while purchases of services has risen 
at about the same rate as total purchases. In many ways, these trends have re- 
flected the rapid modernization, the growth of the cities and the move to the 
suburbs which characterized these years. The rise in expenditures on non- 
durable items, although lower than the others, is still above the rate of growth of 
population, indicating that living standards have been rising even apart from the 
urbanization developments. 


The constant-dollar increases of 1965 were above the trends established both 
for the longer term and for the more recent 1961 to 1965 period, and were related 
to the high levels of employment and income. 


Exports of Goods and Services 


In 1965, the rise of 10.0 per cent in the value of non-farm merchandise ex- 
ports more than matched the increase of 9.2 per cent in non-farm GNP at market 
prices. Largely as a result of the phasing of wheat shipments under special 
contracts, farm exports were lower than in 1964, bringing the growth in total 
merchandise exports down to 5.6 per cent. The position regarding wheat in 1965 
is typical of a number of special factors which can, and do, affect the level of 
Canadian exports from time to time; apart from these, there also appears to have 
been some slowing-down in 1965 in the very high rate of growth of exports which 
had prevailed since 1962. 


An important question for the Canadian economy is the extent to which this 
slowing-down was accounted for by less buoyant conditions in Canada’s foreign 
markets in 1965, or by any change in the Canadian share in those markets. By 
far the greater part of the overall rise in Canadian exports in 1965 was accounted 
for by a 13.4 per cent increase in sales to the United States, which was about the 
same as the rise in U.S. merchandise imports from all sources. Although total 
United Kingdom imports rose a little in 1965, Canadian exports to Britain fell 
slightly, despite the fact that the weight of foodstuffs and industrial raw materials 
in those exports makes it unlikely that the impact of the emergency U.K. sur- 
charge upon them was greater than the average for all U.K. imports. It is prob- 
able, however, that U.K. industry was running down its inventories of those raw 
materials which figure so prominently in Canadian exports, in response to fiscal 
and monetary measures other than the surcharge taken by the United Kingdom 
to deal with its balance of payments problem. In the case of the United States, 
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two major elements in the growth of U.S. imports in 1965 were coffee and steel; 


Canadian capacity in the one case, needless to say, is non-existent and in the 
other was heavily committed in 1965 to meeting domestic Canadian demand. 


The case of exports to the rest of the world in 1965 is rather different. It 
may seem a little paradoxical that a year which saw the signing of a second very 
large contract to sell wheat to the Soviet Union, and of another with China which 
only the sale to Russia surpasses, should have seen an actual fall of $100 million 
in total exports to countries other than the United States and the United King- 
dom. The drop as such was entirely accounted for by the phasing of the wheat 
shipments; that is to say, by the fact that about $300 million-worth was shipped 


TABLE 29 


CANADIAN COMMODITY EXPORTS 
1964 and 1965 


(Domestic and re-export, millions of dollars) 


1964 1965 % Change 
ome Uniterd Stabe isles eis scot an "otht Was cokes aegis 4,437.0 5,030.9 +13.4 
Wnitedtkined ome. .4h. cee. eee ee eee 1, 20721 1,185.4 — 1.8 
Other Commonwealth and Preferential.......... 503.4 512.7 Sethe 
ab oEher counties up v2). 6 Ra Sok Bree 2,156.1 2,035.5 — 10-0 
ous ry eet. susp b oh, LORS, Seeger gee 8,303.5 8,764.5 a 5.8 


Source: DBS 


in 1964 under the first contract with the Soviet Union, but only about $200 mil- 
lion-worth in 1965 under the second contract. The larger part of the second con- 
tract, and the beginning of shipments under the new contract with China, fall 
in 1966. Although the drop is explicable in terms of wheat, non-farm exports to 
countries other than the United States and the United Isingdom nevertheless 
showed no significant rise, remaining on the plateau reached in 1964. The Com- 
munist countries are negligible markets for the Canadian minerals, chemicals 
and manufactured goods concerned, and the less developed countries take 
comparatively modest quantities; Canada evidently succeeded in maintaining 
sales at about their 1964 level in the markets of Western Hurope and Japan. 
The growth of demand in some of these countries was affected by stabilization 
measures designed to reduce inflationary pressures or improve the balance of 
payments. Some of these measures may have had a significant effect on the 
inventories of commodities which Canada normally exports to these countries. 


While Canadian exports to overseas markets did not show much change, the 
rise in Canadian sales below the border was substantial. Under the stimulus of 
the new Automotive Free Trade Agreement with the United States, total Cana- 
dian exports of automobiles and parts increased by no less than 90 per cent, and 
this in the first year of the Agreement, during which the rationalization and 
enlargement of production runs at which it is aimed can only have begun to get 
under way. (It should be added that imports rose by only a quarter, although 
by an absolutely greater value.) Offsetting this striking growth to some extent 
was a rather lower total of exports of aircraft and parts, under production-sharing 
arrangements, than in the exceptional year 1964, when they rose by 130 per cent. 


CC —_ 
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Increases in 1965 in exports of the crude and semi-processed materials which 
account for the majority of Canadian non-farm exports tended to range fairly 
narrowly about the global average of 54 per cent. Two exceptions to this were 
soft-wood lumber, exports of which increased by 1.0 per cent, and aluminum 
and its alloys, which recorded an export gain of 12.4 per cent. 


The breakdown of Canadian merchandise exports by major commodity 
groups in Table 29 is presented for 1965 in terms of the twelve-month period 
ending on September 30. Data for the calendar year are not yet available, but 
the period shown has in any case the advantage of eliminating most of the effect 
of both the first and second major wheat contracts with the Soviet Union and 
thus representing fairly accurately the change which has taken place in the basic 
composition of Canadian export trade since 1961. For two or three years to come, 
at least, major special wheat sales are likely to raise the share of total exports 
accounted for by farm and fish products above 20 per cent again; and the devel- 
opment of potash exports should progressively raise both the share accounted for 


TABLE 30 


MERCHANDISE EXPORTS BY COMMODITY GROUPS 
1961 and 1965 


Chem- Other 
Farm F : Metals icals eernnd a Re. 
and Fish P ae and and ae Bi nonts Total 
Products | **OCUC'S | Minerals Ferti- Miscel xe 
lizers eS 
laneous 
1961 million dollars.......... 1,301 1,623 1,861 251 719 140 5,896 
Ge ARON hcicadilin BOC ae PP 27.5 31.6 4.3 12RD, 2.4 100.0 
1965 million dollars.......... 1,542 2,071 2,623 324 1,589 229 8,378 
OT Otab OUR Re Cee oe gs Oe 18.4 24.7 Stiles 3.9 19.0 Paseh 100.0 
(year ending Sept. 30) 
% Increase 1965 over 1961.... 18.5 27.6 40.9 29.1 121.0 63.6 42.1 


by chemicals and fertilizers, and the comparatively lower rate of growth in such 
exports. But the general pattern has become quite clearly established, with 
growth in exports of manufactured goods some three times as high as that for the 
next most dynamic sector of domestic exports, metals and minerals. Growth in 
entrep6t trade has also been well above the average, but involves comparatively 
small values. 

Exports of services (to which, by statistical convention, a proportion. of 
domestic production of gold and the receipt of interest and dividends on Canadian 
investments abroad are attributed), rose by 8.0 per cent between 1964 and 1965. 
Although gold production has been declining slowly for a number of years, there 
were increases in receipts on all other non-merchandise accounts, and particularly 
‘in the cases of travel and inheritances and migrants’ funds. In total, however, 
such receipts are heavily outweighed by corresponding payments for imports of 
services, and are best considered in terms of the net payments which result, as 
in the later section dealing with the balance of payments as such. 


Changes in Inventories 

Changes in business inventories usually accompany large swings 1n fixed in- 
vestment, accentuating both expansions and contractions, although with some- 
what different timing. Minor business cycles have frequently been identified with 
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inventory changes, which have on such occasions shown the largest swings in de- 
mand. In the present substantial and protracted expansion, however, fixed 
investment has become the driving force, and inventories have played a much 
lesser role. 

In the past year, the increases in retail and wholesale sales appear to have 
drained off the additional supplies of goods as soon as they were produced, and 
producers have not accumulated large stocks. This was especially the case with 
automobiles, sales of which have continued at a high rate in most recent months. 


The following table shows the latest available data on business inventories. 


CHANGE IN NON-FARM BUSINESS INVENTORIES 
(Seasonally adjusted at annual rates) 


1965 
Ist Q. 2nd Q. 3rd Q. 


(Millions of dollars) 


Manulacturin gen sepees ca seetcnee Beets eke ree. ae ee 540 308 256 
ID) OTA DIGS aera setts 34s sam RE eo (308 ) (300) (240) 
INiom=dl Una bles Sarge sso cteenstis aehtorigs avermeenicteycrers renee oe te erent: (232) (8) (16) 

Wiholesale Ira dicstawa ry, ki: iss(t.aicony caterer toe aitebie donee 84 148 92 

MRO ba TAG Gi settee soos tatps acters sisi hon anae ts oiineice accede cats 204 216 332 

Other tein dusteiessvscoa.ock oie an ce a 116 96 20 

GROG AING amet tare: Scheu Ae, ee HOA cosa ee Hegre er 944 768 700 


Inventory-sales ratios have been declining for several years, aS computer 
techniques and other modern methods of inventory management have permitted 
improved control over flows and stocks. At the same time, relative price stability 
and ready availability of goods have meant that buyers have not needed or wanted 
to carry excessive stocks. In all of manufacturing, there is at present two months’ 
supply on hand. Raw materials and goods in process increased somewhat more 
rapidly than finished goods in the past year, but in neither case were the increases 
very rapid. The relatively low level of finished goods inventories was reflected 
in a high level of unfilled orders at the end of 1965. At that time, new orders being 
received by manufacturers were running ahead of shipments, so that no early 
change in manufacturers’ inventory positions was indicated. 


GOVERNMENT SECTOR 
Current Position 


On a national accounts basis, combined revenue of all governments rose by 
more than 12 per cent in 1965 over the preceding year while expenditures in- 
creased by 10 per cent (on the basis of preliminary estimates). On balance, 
revenues rose faster in 1965 than expenditures, so that governments ran a surplus 
of about one-quarter of a billion dollars, compared with a deficit of about $100 
million in 1964. The change to an overall surplus arose from an increase in the 
federal surplus to $535 million, and a smaller increase in provincial governments’ 
surplus to almost $300 million. Municipalities combined ran a deficit of about 
$575 million, virtually unchanged from 1964. 
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REVENUES, EXPENDITURES AND FISCAL POSITION, BY LEVEL OF GOVERNMENT 
(National accounts basis) 


= 1953 1964 1965 

(Millions of dollars) 
Ges VERO 5 ote iW os Ye vs « Sha oon Svledldv den dedec cach. 4,726 8, 132 8,940 
Peter ec 4,584 7, 886 8, 405 
Burpiuen--) oe deficit (= )sck . oe... oS... ks +142 +246 +535 
Provincial— Revenue 3G oaisd Bio hoe) CERRO OR cea ee ne 1,612 5,403 6,374 
Expenditure........ FESO. GD nat G cnt oo RAPER Mee ee 1,409 5, 299 6, 084 
Sumplisiee order" (=). a +203 +104 +290 
Municipal— Revenue 5 Oro 36 Br cee Sb ene as Sec Oe! a A 1,119 3, 094 3,945 
Expenditure........ Peto eels oy ee CO ee 1,289 4,046 4,519 
Sucp lice Ce yrormdeticit (\kww.. sents, ee —170 —452 —574 
AG onerniments—IREVeENUC®) ee oss eee nce deccec scien 7,457 17,129 19,259 
Expendibure Os bem... etek oa. hens. ee ee 7,282 17, 231 19,008 
Surplus (+) or Deficit (—).............................. +175 —102 +261 


® Department of Finance estimates based on preliminary DBS data. 
©) Includes intergovernmental transfers. 


Capital assistance is now included in government expenditure on a national accounts basis; in the 
past it has been omitted. 


At the federal level, for which more detailed data are available, the surplus 
in 1965 more than doubled from the level of $246 million in 1964. Federal revenue 
rose by more than three quarters of a billion dollars, mainly on account of in- 
creased taxation revenue. However, the percentage increase in taxes in 1965 was 
lower than the gain of 14.7 per cent recorded from 1963 to 1964, since tax adjust- 
ments took place in the course of the year. Despite the strong upward trend in 
labour income during the year, federal personal direct taxes rose less rapidly than 
in 1964, reflecting the reduction of 10 per cent in the basic personal income tax 
rate beginning July 1, 1965, and the higher abatements to the provinces effective 
the beginning of 1965. Corporate tax liabilities also increased somewhat less than 
in 1964, associated with the lower gain in corporate profits. The largest part of the 
increased taxation revenues in 1965 was accounted for by a 14 per cent rise in 
indirect taxes to a level of $3,245 million, partly associated with the rise from 8 
to 11 per cent in the sales tax on building materials and construction equipment 
as well as with the rapid increase in personal expenditures and the higher level of 
fixed capital formation. 


In contrast to revenue, which showed a sharper increase in 1964 than last 
year, federal government expenditure on a national accounts basis rose more 
rapidly in 1965 than in 1964, from a level of $7,886 million in 1964 to over $8,400 
million in 1965, a gain of 7 per cent. Outlays on non-defence goods and services 
rose by almost 15 per cent with substantial gains in capital outlays and higher 
wages and salaries, while expenditure on goods and services for defence increased 
only marginally over the year. Transfers from the federal to other levels of 
governments increased by about 14 per cent, to a level of almost $1,430 million. 
Higher equalization payments and payments to the provinces under the various 
shared-cost programmes more than offset the effect of one province opting out 
from a number of shared-cost programmes. Outlays for the Trans-Canada 
Highway and for technical and vocational training were up substantially from 
their 1964 levels. Transfers to persons showed a larger increase than in the previ- 
ous year with increased family allowances, veterans’ pensions and old age security 
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payments more than offsetting a decline in unemployment insurance benefit 
payments. It will be recalled also that youth allowances were paid to 16- and 
17-year-olds attending school, beginning in the fall of 1964. 


The combined provincial-municipal deficit, on a national accounts basis, is 
estimated to have been somewhat lower in 1965 than in 1964. As noted above, 
the reduction represented some increase in the provincia: surplus, while the 
municipal deficit was larger. For both levels of government combined, there 
was improvement through the year, with the exception of the second quarter, 


Provincial-municipal expenditures continued to increase steadily during 
each quarter of the year, and for the year as a whole were up by about 13 per 
cent. The provinces increased their spending at a more rapid rate than their 
municipalities, as outlays on both capital goods and current expenditure rose 
substantially. More comment on trends in expenditure is given in following 
pages. 

Revenue of provinces and municipalities, which rose very sharply in the 
first quarter partly because of the final settlement of fiscal 1963-64 federal- 
provincial fiscal arrangements and partly because of the increase in the federal 
abatement of personal income tax, moved up at a somewhat slower pace in 
the succeeding quarters. 


Total provincial-municipal revenue is estimated to have been $8.9 billion 
in 1965, higher by more than 14 per cent than it was in 1964. Indirect taxes 
rose from $3.8 billion to $4.2 billion over this period, due to higher collections 
of real property taxes, sales and gasoline taxes. Transfers from the federal 
government were also higher largely because of increased equalization pay- 
ments. Moreover, the gain in personal income tax was unusually large on 
account of increased abatements in favour of all of the provinces from 18 per 
cent in 1964 to 21 per cent in 1965, with the exception of Quebec where the 
abatement increased to 44 per cent to compensate for withdrawal from a num- 
ber of shared-cost programmes. 


Trends in Revenues and Expenditures of Governments 


Between the end of the Korean war in 1953 and 1965, the combined revenues 
and expenditures of all governments, adjusted for intergovernmental transfers, 
increased at an average annual rate of about 74 per cent, with only a modest 
difference in the overall surplus position at the terminal periods. During this time, 
however, the fiscal position of government as a whole swung considerably from a 
surplus of nearly $400 million in 1956, to a deficit of over a billion dollars in 
1958, through a succession of deficits to 1964, when near balance was achieved, 
to 1965 when there was a modest surplus. Almost all of the fluctuations occurred 
at the federal level, with the provincial governments showing generally a rela- 
tively steady and small surplus and the municipalities showing a deficit growing 
from about $200 million to almost $600 million over the period. 


Since 1953 federal revenue has varied cyclically, but has risen over the 
interval by an average of over 5 per cent annually. By 1965 it had reached a 
level of $8.9 billion. 


Revenues from personal direct taxes more than doubled in the twelve year 
period and their share in total federal revenue increased from 28 to 30 per cent. 
This happened despite the considerable abatements of this tax in favour of the 
provinces, who were able to raise their share of total revenues from this source 
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from 4 to 18 per cent. Changes in tax rates apart, it is known that personal direct 


taxes are highly elastic to income changes, increasing proportionately more over 
time. 


Indirect taxes, which form a major source of federal revenues, increased by 
5.5 per cent annually and showed little change in their relative proportion to 
total revenue; this rate of increase includes the effects of recent tax changes. 
Taxes on corporate income have shown the least growth since 1953. Income from 
investments and from employer and employee contributions to social insurance 
and government pension funds formed 10.6 per cent of federal revenues in 1953. 
By 1965, their ratio had increased to over 13 per cent. 


Total federal expenditures on goods and services have grown by about 2 per 
cent annually since the end of the Korean war. However, outlays on goods and 
services for non-defence purposes rose by more than 150 per cent over this 
twelve year period, for an average annual gain of more than 8 per cent. Defence 
expenditures declined from a level of $1.9 billion in 1953 to less than $1.6 billion 
in 1965. Transfers to persons increased more rapidly than total federal outlays, 
and formed some 28 per cent of federal expenditures in 1965 compared to less 
than 23 per cent in 1953. This increase resulted mainly from higher payments for 
family allowances, unemployment insurance and old age security. Interest 
payments on the public debt also rose very rapidly. 


CHART 18 


REVENUE AND EXPENDITURE 
1953 — 1965 
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Transfers from federal to provincial-municipal governments, which rose 
from 9 per cent of federal outlays in 1953 to about 17 per cent in 1965, ee 
more rapidly than any other component of federal expenditure. Despite = papa: 
abatements to the provinces in the field of taxation and increased provincia 
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reliance on direct sources of revenue, these transfers have risen to an annual rate 
of more than $1.4 billion in the current period. They include the introduction 
of payments under the Hospital Insurance and Diagnostic Services Act and for 
unemployment assistance; increased emphasis for highway construction and 
technical and vocational training programmes; and unconditional statutory 
grants and equalization payments. 

Since 1953, the share of provincial-municipal income and outlays has 
increased markedly in the combined governments’ revenue and expenditure. 
Provincial-municipal revenue has more than tripled; this increase has been 
almost entirely related to the growth in their taxation revenue and transfer 
receipts. Apart from transfer receipts from the federal government, the most 
rapid increase in provincial-municipal revenue has taken place in personal 
direct taxes as a result of changes which took place in the tax-sharing arrange- 
ments between the different levels of government. Receipts from indirect taxes, 
the main source of provincial and municipal revenue, have also increased rapidly. 
Real property taxes remain by far the largest single revenue source, although 
receipts from the retail sales tax (excluding gasoline tax but including taxes on 
liquor and tobacco) have continued to increase rapidly, so that revenue from 
this source is now equivalent to almost one-half of that obtained from the 
municipal real property tax. Transfers from the federal government have ex- 
panded by 11 per cent, approximately the same rate as total provincial-municipal 
revenue. It is of interest to note that the transfers from the federal government 
to the provinces are roughly equal in size to the transfers from the provinces 
to their municipalities. 


Provincial-municipal expenditures on goods and services have been expand- 
ing at a distinctly faster rate than federal outlays, with sharp expansion in 
fixed capital formation, wages and salaries and other expenditures on goods and 
services, primarily for education. As would be inferred from the relatively un- 
changing fiscal position of provinces and municipalities, these increases in ex- 
penditures have about matched the increases in revenues brought about by a 
higher tax base, higher rates, and abatements and transfers from the federal 
government. 

As a proportion of gross national expenditure, provincial-municipal spending 
on goods and services rose from 7.5 per cent in 1953 to 12 per cent in 1965. 
Transfers to persons, mostly in the form of pensions and other social expenditures, 
as well as grants to hospitals and other non-commercial institutions, increased 
almost five times over that period. Interest on the public debt and subsidy pay- 
ments also increased very rapidly. 


Analysis by Function 


Apart from a national accounts framework, there are other ways of measur- 
ing the transactions of government, such as the system used in the Public Ac- 
counts and the DBS classifications of revenues by source and expenditure by 
function. 


Federal transactions on a public accounts basis are discussed in considerable 
detail in Part If of this document and therefore the analysis is not repeated here. 
Perhaps some background should be given for the analysis by function. 


As is well known, the raison d’étre of government is the collective provision 
of services. Some of these services such as the keeping of order within a nation, 
protection from outside attack and the regulation of economic affairs in the 
general interest can only be provided by government. Similarly, basic services 
needed for community living, such as refuse disposal, sanitation, fire protection, 
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roads, etc., which are of benefit to all rather than to a particular industry or 
class within the community, are generally provided through governmental 
channels. 

TABLE 33 


PERCENTAGE DISTRIBUTION OF FUNCTIONAL NET GENERAL EXPENDITURE 
BETWEEN GOVERNMENTS 
(After elimination of inter-government transfers) 


For the Fiscal Year Ended Nearest to December 31 


1952 1962 1964 
Function ee — ae Ry = eed 
rovincial- rovincial- rovincial- 
Federal Municipal Federal Municipal Federal Municipal 
(per cent) 
Defence services and mutual aid.. 100.0 — 100.0 — 100.0 — 
Veterans’ pensions and other bene- 

TVUSM Stein aese n ds tcc ae sae hoes 100.0 — 100.0 _ 100.0 -- 
EL@aiit lite. 2, ee eeriey terse eee ae 16.0 84.0 36.9 Goel. 37.0 63.0 
Sanitation and waste removal.... — 100.0 — 100.0 — 100.0 
SOcalwellane cewek ee eee ee 86.0 14.0 S202 GS 83.0 17.0 
IBOHCEAN OI, Aaw ee ownGenaetcan + dias 0 96.8 12.8 87.2 9.0 91.0 
Transportation and communica- 

GIONS Mss cus ke csutolt, nar RA eee 22.0 78.0 28.5 iiluae 24.0 76.0 
Natural resources and primary 

IN GUSUTICS: 0) Seen eee 63.3 Sone 65.0 35.0 61.0 39.0 
Debt charges (excluding debt re- 

GiremMIen ty «wane ey hoe 80.6 19.4 72.9 Die il 68.0 32.0 
General government.............. 60.4 39.6 48.3 5107 49.0 o1.0 
Protection of persons and property 20.9 79.1 IWC 82.3 21.0 79.0 
the raeee ener conn Sree 69.5 30.5 63.6 36.4 64.0 36.0 

Total Net General Expendi- 

CUNG Sec k. ae 66.7 33.3 54.0 46.0 51.0 49.0 


Source: see footnote table 34. 


The type of services provided by governments can be analytically classified 
according to the broad purposes or functions for which these are created. These 
functions are analogous to industry classification used for identifying types of 
production. Tables 32 and 33 give an indication of the percentage breakdown of 
net general expenditure of governments and the share of expenditure, by func- 
tion, carried out by the different levels of government. However, consolidation 
of these figures leads to certain technical statistical problems and these have been 
treated as follows: a) Grants-in-aid and shared-cost contributions between 
governments have been included in the expenditures of the paying government 
and are excluded from the expenditures of the receiving government. b) General 
grants and subsidies and payments made under fiscal and tax-sharing arrange- 
ments are eliminated from the expenditure of the paying government only. 
c) Ordinary expenditures of municipal utilities and enterprises, hospitals, 
libraries and certain special areas are not included nor are capital expenditures 
of utilities and enterprises. 

Several points are apparent from the functional comparisons by level of 
government.” The percentages indicate that the federal government bears the 
major share in the provision of services related to social welfare, natural re- 
sources and primary industries and debt charges exclusive of debt retirement, 
along with, of course, the total cost of defence and veterans’ pensions and 
benefits. These items account for two-thirds of federal net general expenditure. 


It might be noted that there are some differences between the functional classification used by 
DBS and the Public Accounts series discussed in Part II. 
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The provinces provide the major share of health services and share with 
municipalities the cost of education. At the provincial level, outlays connected 
with education, health, and roads, highways and bridges absorb 70% of their 
spending. 


Sanitation and waste removal costs are borne exclusively by municipalities 
but this forms only about 7% of their spending. The major share of their expend- 
iture is on schools, roads and streets, and recreational facilities, the latter being 
included in the item ‘“‘other’’. 


Four functions—defence, social welfare, education, and transportation 
facilities and the ‘‘other’ category which includes recreational and cultural 
facilities and trade development—account for about two-thirds of total net gen- 
eral expenditures of all levels of government combined. 


The trend in services provided by governments is also of considerable analyt- 
ical interest. Table 34 shows the average annual rate of change from 1952 
through to 1964. This time span has been broken into three intervals, to 
show the rate at which particular services have speeded up or declined as between 
one period and another. Because the allocation of responsibility between the 
provinces and municipalities may shift over time, these two levels of government 
have been combined for these comparisons. 


These time comparisons indicate that the average rate of growth in total 
government net general expenditures has speeded up from 7.9% per year between 
1957 and 1962 to 8.4% per year in the more recent period. The rate at 
the federal level abated between these years, but it has been more than offset 
by the acceleration at the provincial-municipal levels. Two areas—streets, roads 
and bridges, and debt charges—share the sharpest increase in the recent period. 
This is related to the demands for infrastructure facilities arising from urban 
growth in the recent expansion. Most of those capital facilities at the municipal 
level seem to be financed by borrowing, as indicated by the increasing debt charges. 


The sharp increase in federal expenditures on health shown in the 1957-62 
period was caused by the introduction of the hospital insurance programme, 
while the apparent decline in education outlays between 1962 and 1964 was 
related to unusually high payments in 1962 for the federal government’s share of 
the cost of building technical and vocational schools. 
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The year 1965 saw marked changes both in particular sectors and in the 
overall pattern of Canada’s payments relationship with the rest of the world. 
There was some increase in the total of official reserve assets, despite the fact 
that the deficit on current account more than doubled. The current account 
position reflected rising pressure of demand in the domestic economy, offset by 
special circumstances on the trading account to a lesser extent than in 1963 and 
1964. The movements in the capital account in 1965 were, on the other hand, 
affected by special factors. The inflow of funds which occurred was exceptional 
in 1ts composition. Having opened with changes in the pattern of Canadian 
payments as a result of one U.S. programme of balance of payments guidelines, 
the year closed with further U.S. measures, and with the extension of specific 
arrangements between Canada and the United States to take account of their 
interdependence in this field. 


TABLE 36 


SUMMARY OF BALANCE OF PAYMENTS 
(not seasonally adjusted) 


1964 1965 
10.) Ps. | PQ% | 14QEIN toa Jog sothnntg 
(Millions of dollars) 


Merchandise trade balance........ + 35 +150 +354 +161 — 42 — 28 +155 + 16 
Deficit on non-merchandise trans- 

BCVIONGAEEE be She a ae —373 —298 —140 | —322 —359 —339 —145 —394 
Current account balance.........., — 338 —148 +214 —161 —401 —367 + 10 —378 
Capital movements (+ inflow) 

(— outflow) 
Gong=term forms.............. — 15 +152 +223 +493 +121 + 90 +214 +183 
Short-term forms............. +311 + 64 —281 —151 +208 | +278 + 2 +197 
— 42 + 68} +156} +181 — 72) + 1 +226 + 2 


KrIMCTEA SE as 6 oe ee.acae aeeraiaes —127 + 62 + 97 + 54 —118 — 92 +144 + 55 
(— decrease) 

Net International Monetary Fund 
POSTION Mee Es SI re ag vat +85; + 6;] + 59] +127} +46!) +93] 4+ 82 — 53 


— 42) + 68} +156) +181 | — 72) + 1] +226 Sad 


The Current Account 

The simple fact that the deficit on current trade in goods and services rose 
from $433 million in 1964 to $1,136 million in 1965 suggests a more rapid widening 
of Canada’s deficit on current international transactions than might otherwise 
have been expected. But a balance struck for a year as a whole does not fully 
reflect the underlying trend in the Canadian economy’s requirement for external 
resources, which was already rising towards the end of 1964. 


The higher rates of economic growth, and of business investment in particu- 
lar, to which the economy moved in 1963, have reversed for the time being the 
trend of delining current account deficits which set in after 1959. It is typical of the 
Canadian economy that, as it approaches the limits of its own resources, the 
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incentive for drawing in resources from abroad is increased. As far as the current 
account is concerned, this will be reflected in practice in increased imports, not 
only of capital equipment, but also of consumer goods. 


TABLE 37 
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT 


— 1959 | 1960 | 1961 | 1962 | 1963 | 1964 | 1965 
(Millions of dollars) 


Current Receipts— 
Merchandise exports (ad- 


JUEStOC RA Saatcee ths mehr 5, 150 5,392 5,889 6, 380 7, 082 8, 240 8, 737 
Gold available for export. . 148 162 162 155 154 145 138 
Travel expenditures........ 391 420 482 562 609 662 737 
Interest and dividends..... 182 173 209 202 230 313 315 
Freight and shipping....... 420 442 486 509 563 645 656 
Inheritances and immi- 

TAD US STUNG See soe ae 109 102 103 124 151 169 211 
Other current receipts..... 392 419 403 451 473 502 573 


Total Current Receipts 6,792 7,110 7,734 8,383 9,262 10,676 11,367 


Current Payments— 
Merchandise imports (ad- 


HUSUCE Mer incee west tcee Bowe 5, 540 5,716 6, 203 6,579 7,540 8, 636 
Travel expenditures........ 598 627 642 605 585 712 786 
Interest and dividends..... 671 653 770 794 860 978 1,048 
Freight and shipping....... D205 533 568 595 648 685 736 
Inheritances and = emi- 

rans eNOS eee eee 165 181 174 175 186 190 206 
Official contributions...... 72 61 56 36 65 69 92 
Other current payments... 693 758 790 849 881 935 999 


Total Current Payments 8,296 8,353 8,716 9,257 9,804 11,109 12,503 


Balance on merchandise 


trad On er st. erat —422 —148 +173 +177 +503 +700 +101 
Balance on other transactions} —1,082 —1,095 —1,155 —1,051 —1,045 —1,133 —1,237 
Current Account Balance..| —1,504 —1,243 — 982 — 874 — 542 — 433 —1,136 


Source: DBS Quarterly Estimates of the Canadian Balance of Payments, Cat. 67-001. 


Canadian merchandise imports have been rising strongly since the removal 
of the emergency surcharges early in 1963, though they levelled off for several 
months in 1964. The main reason why this trend did not reduce the net merchan- 
dise surplus until late 1964, and is not seen in the annual net balance shown in 
Table 37 until 1965, was the fact that exports of goods had been rising faster 
still. This growth in exports was solidly founded on demand in foreign markets 
for Canadian raw materials and on the growing volume and improved compet-: 
itiveness of Canadian secondary manufacturing. The margin by which the 
growth of exports exceeded that of imports, however, was largely attributable to 
the first special sale of wheat to the Soviet Union, combined with large shipments 
under contract to China; imports were affected by strikes in the automobile 
industry, first in the United States and then in Canada, which cut the flow of 
parts and vehicles across the border. 


In the earlier months of 1965, none of these special factors was any longer 
an influence, while imports were growing rapidly in response to investment 
expenditures in Canada. The merchandise trade surplus therefore fell abruptly, 
on a seasonally adjusted basis and at annual rates, from a peak of $1.1 billion in 
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CHART 19 


CURRENT ACCOUNT OF THE BALANCE OF PAYMENTS 
1957 — 1965 
NATIONAL ACCOUNT BASIS 


Quarterly - Billions of Dollars 
(Seasonally Ajusted at Annual Rates) 


MERCHANDISE TRADE ? 


? 
a Imports 


1 


BALANCE 


NON-MERCHANDISE TRADE Payments | 


Receipts 


BALANCE 
its ROK 


COCO 


1957 1958 1959 1960 1961 1963 
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the third quarter of 1964, through $0.5 billion in the fourth, to a low point of 
just over $100 million in the first quarter of 1965. From this it rose slightly in 
both the second and third quarters of 1965, but disappeared in the fourth quarter, 
even though shipments of wheat under the second major contract with the Soviet; 
Union got under way during that period. : 

On non-merchandise account, the smallest deficit in recent years, on a, 
seasonally adjusted basis and at an annual rate, was that of about $850 million 
recorded in the last quarter of 1962, when the impact of the devaluation and. 
emergency measures effected earlier that year was at its height, especially on the 
travel account. The deficit has grown again fairly slowly and steadily ever since, 
with some acceleration in the rate of growth in the second half of 1965. 


This increase in the deficit on invisible trade pushed the overall current 
account deficit a little higher in each succeeding quarter of 1965; on a seasonally 
adjusted basis and at annual rates, the deficit rose from just under $1 billion in 
the first quarter to just over this figure in the second, nearly $1.1 billion in the 
third, and over $1.5 billion in the fourth quarter, to give a deficit for the year 
as a whole of $1,141 million, or $1,136 million on a Balance of Payments basis. 


Merchandise exports have been reviewed in an earlier section. Adjusted 
for balance of payments purposes, they rose by 6.0 per cent in 1965. Merchandise 
imports as recorded in Customs returns are also adjusted for balance of pay- 
ments purposes; the total of $8,636 million estimated for 1965 represented an 
increase of 14.5 per cent, with the resultant narrowing of the net merchandise 
surplus from $700 million to $101 million which largely contributed to the rise 
in the overall deficit on current account for the year as a whole. 

This rise in imports seems to have been quite broadly based, although no 
detail is yet available in terms of major categories of end-use such as industrial 
materials, investment goods and consumer goods. The increase does not appear 
to have been quite as even as in 1964, however, when each of these three main 
categories of imports grew roughly in proportion with the others. Disregarding 
the special cases of automobiles and aircraft, import figures for 1965 show a 
fairly clear bias towards industrial and investment goods rather than consumer 
goods, and specifically towards materials and machinery used in construction. 
Reinforcing bars, structural steel shapes, cranes, front-end loaders and shovels, 
and track-laying tractors: these are typical of the individual import headings 
which recorded the most striking increases between 1964 and 1965, evidently 
as a direct result of the sharp rise in investment in construction. 

Annual changes in aggregate imports, as chart 20 demonstrates, tend to be 
very much in line with changes in the aggregate of business investment (private 
gross fixed capital formation other than housing). This is not inconsistent with 


© The above review in terms of seasonally adjusted figures and chart 19 which illustrates it are based 
on the National Accounts concept of the current external balance; this differs from Balance of Payments 
definitions only in that inheritances and migrants’ funds are excluded. Since that particular account has 
been very close to balance in the past two years, the effect of this distinction is not important in a general 
analysis. Both concepts, whether or not subject to adjustment for seasonal factors, differ from Trade of 
Canada figures of merchandise trade, which are not adjusted for the timing of wheat shipments or for 
progress payments on ships, aircraft, and defence goods; but detailed analysis is only possible on the basis 
of the basic Trade of Canada commodity figures. 
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the slow long-term decline in the import content of Gross National Expenditure 
which has been taking place at least since the Korean war; but the sharp in- 
crease in investment in 1965 did raise the ratio of expenditure on imported goods 
to GNE: on a quarterly and seasonally adjusted basis, it rose to a peak of about 
17.5 per cent of GNE in the fourth quarter, the highest level since the recession of 
1957-58, but still below the ratios of 20.7 and 18.5 per cent recorded in 1951 and 
1956 respectively. 


RATIO OF IMPORT OF GOODS TO GROSS NATIONAL EXPENDITURE 
(seasonally adjusted, per cent) 


LET ae a Nee o lo o-1 ee te Oe Oe eA 16.4 1965 Oi. . aceiaes take eee ee 16.2 
1 OE open ea eaten: st shore « oyriaasgnisiaueys dco 16.2 DAYS yd oho forr sd re ee ee 16.3 
Qs oS 6h ae enBee 6S on onee 15.8 BO) caciricts iehorsteed ceayaherst eet ae ore 16.5 
Oe cee ene IER ci eae 15.8 BQ) vein uk fo aus ee aes 17.50 


@) Preliminary estimate. 


CHART 20 


BUSINESS INVESTMENT AND IMPORTS 
ANNUAL CHANGES, NATIONAL ACCOUNTS BASIS, 1955 TO 1965 


Millions of Dollars Millions of Dollars 


+1600 +1600 


Change in Private Fixed Capital 
Formation (ex Housing) 
(From Previous Year) 


Change in Imports 
(from Previous Year} 


ae 


- 800 
- 800 
1955 1956 1957 1958 1959 1960 1961 1962 1963 1965 


The effect upon the net merchandise balance of these trends in exports and 
imports has already been described: on a year-to-year basis, the surplus fell 
from $700 million in 1964 to $101 million in 1965. Taking into account the special 
sale of wheat in each figure, the underlying merchandise account can be said to 
have swung from a surplus of about $400 million to a deficit of some $150 million 
(always subject to the qualification that other exports and imports would not 
necessarily have been the same in the absence of the special wheat sale). 
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TABLE 38 


NON-MERCHANDISE ACCOUNT 
(Seasonally adjusted at annual rates) 
(National! accounts basis) 


Receipts Payments Balance 
(Millions of dollars) 
1964— 
LES IE Ode eee ete ee ee cake 2,192 Bros —1,120 
2C)s TUBES Pee Ch eigen Maen cal hee POE bebe gt At 25, (Ate 3, 200 —1,076 
Se ayes fc Pace tee yoce RUC fy vianot os Gf ME PNB Se tel Sa es $04 2,184 3,308 —1,124 
Eases, SRS a ek, a a Mae eon oe Claes ean 2,308 3, 500 —1,192 
1965— 
Lar ata anata anion (enka Aen pts te SNe 2,348 3,452 —1,104 
ZOE MN PRR Re Sere eke ereaan Speen 0 een oe aaa 2,404 3, 620 —1,216 
io SY ee a Oe: eon. Srna i, 2,460 3,736 —1,276 
cho aaa Net aee Rg ot aN GORI dS aed Be RRs Td ia lg Sain n.a. na. —1,428® 


® Department of Finance estimate. 
n,a.—not available. 
Source: DBS Ibid. 


From the quarterly and seasonally adjusted figures in Table 38, it will be 
seen that the rise in the non-merchandise deficit proceeded throughout the year, 
and was particularly marked in the fourth quarter. The jump from the third to 
the fourth quarter is largely attributable to a sharply higher rate of outpayment 
of dividends towards the end of the year. Until the fourth quarter, relatively 
high receipts from Canadian investments abroad had kept the net deficit on 
this account from rising as fast as in some recent years. 


MAJOR ITEMS IN THE BALANCE ON NON-MERCHANDISE TRANSACTIONS 
(Net receipts or payments, millions of dollars) 


_— 1959 1960 1961 1962 1963 1964 1965 
Gold production available for 

CXPORG Sentero eno +148 +162 +162 +155 +154 +145 +138 
Travel expenditures.......... —207 —207 —160 — 43 + 24 — 50 — 49 
Interest and dividends....... —489 —480 —561 —592 — 630 —665 —733 
Freight and shipping......... —105 — 91 — 82 — 86 — 85 — 40 — 80 
Inheritances and migrants’ 

MUNG ar ea cn eee er ne — 56 — 79 — 71 — 51 — 35 — 21 + 5 
Official contributions, ....... — 72 — 61 — 56 — 36 — 65 — 69 — 92 
All other non-merchandise i 

UPANSACUIONS...e, son. oe ne —301 — 339 —387 —398 —408 —433 —426 
Balance on non-merchandise 

SCCOUNT a ete eee oS —1,082 | —1,095 —1,155'| —1,051 —1,045 —1,133 —1, 237 


The increased physical volume of merchandise trade resulted in some 
addition to net outpayments in respect of freight and shipping; official con- 
tributions of aid made directly and through international organizations were more 
than a third as high again as in 1964; and gold production was again a smaller 
credit item than in the previous year. On the three other main service accounts the 
net outpayments in 1965 were lower than in 1964. The marked rise in immigra- 
tion since 1962, possibly coupled with some increase in the average value of 
the assets brought into the country by immigrants, has brought this account 
back into small surplus for the first time since 1953. The deficit on the residual 
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category of non-merchandise transactions, (which cover chiefly business serv- 
ices but also government expenditures, personal remittances and a certain 
proportion of debt interest and other income) has grown rather unevenly over 
the postwar period but has moved within a narrow range since 1961. 


The deficit on travel account declined a little in 1965. It is not possible to 
deduce from this a structural improvement; but the swing back into deficit which 
occurred in 1964, as the immediate effect of the 1962 devaluation and limitation 
of tourist purchases wore off, seems to have been contained for the time being. 
A major factor in this is evidently the reduced cost of trans-Atlantic air travel: 
in 1964 this seemed to be chiefly acting upon travel by Canadians to Europe, 
but in 1965, as Table 39 indicates, lower fares appear to have been effective also 
in stimulating travel to Canada from Europe. 


TABLE 39 


BALANCE ON TRAVEL ACCOUNT 
All Countries 


Receipts Payments Balance 
Rest of Rest of Rest 3 
U.S. | World | Total U.S. | World | Total U.S. | World | Total 
(Millions of dollars) 
US) SSR oS eee ee 282 20 302 307 58 365 — 25 — 38 — 63 
COD Ae de Sots sts sa seen wor a % 283 22 305 320 69 389 — 37 — 47 — 84 
USS EEE as a ake Fe 303 25 328 363 86 449 — 60 — 61 —121 
ISG. . Se See cee 309 28 337 391 107 498 — 82 — 79 —161 
(O57 i.) Vii ie aaa, 325 38 363 403 122 525 — 78 — 84 —162 
LOS Sie Pa Sa. Raa 0 309 40 349 413 129 542 —104 — 89 —193 
1)s<0)) 7 See Oe eee, cree 351 40 391 448 150 598 — 97 —110 —207 
HO GURE OE ul hbo Sete cs 375 45 420 462 165 627 — 87 —120 —207 
FOG aie Bee reel cs... ate. 435 47 482 459 183 642 — 24 —136 —160 
MOGZIEG «Ben cs: crear cts tele, 8 aves 512 50 562 419 186 605 + 93 —136 — 43 
WOCS Matis. oes Raa dee 549 60 609 388 197 585 | +161 —137 + 24 
1OG4eP ay tsk. ee dated ee. 590 72 662 481 Opi 712 +109 —159 — 50 
LOGS Mer .0 os be ore Re ae 650 87 737 531 255 786 | +119 —168 — 49 
Source: DBS Ibid. 
TABLE 40 
GEOGRAPHICAL DISTRIBUTION ¥ eee ee DISE AND NON-MERCHANDISE 
LAN 
United United Other All 
States Kingdom Countries Countries 


1964 1965 1964 1965 1964 | 1965 1964 1965 


(Millions of dollars) 


6 240 8,737 
Merchandise Exports (adjusted)...| 4,396 | 4,986 | 1,219 1,184 | 2,625 DADO Se 737 
“+ See sn ie ors eG ssted) _so| 5,207, | 6,042 584 625 | 1,749 1,969 7,540 8, 636 
METAS AlaNCG. ete tans ecle ee se —g11 |—1,056 | +635] +559 | +876 | +598 | +700 +101 


Reaper erohandice TOCEIDUS...- «eos 1,621 1,764 385 359 430 2 2, ee 2, - 
Non-merchandise payments....... 2,465 | 2,639 413 422 691 . am ped = Hl 
Non-merchandise balance.......-- —844 | —875 — 28 —63 jl 261) 2138 : 
i j 55 | 3,074 | 10,676 | 11,367 
; OUP Uriel steineeee 6,017 | 6,750 | 1,604 | 1,543 | 3,05: 0 . , 
Total fee iy iapiie GA) Se: a 672 | 8,681 997 | 1,047) 2,440} 2, Tipo LL, 109 wp si 
Current account balance...........|—1,655 —1,931 +607 | +496 +615 | +299 —433 | —1,136 


Sourcn: DBS Ibid. 
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The geographical pattern of Canada’s current external account in 1965 was 
chiefly influenced by the substantial reduction in the merchandise surplus with 
overseas countries other than the United Kingdom, resulting from lower wheat 
shipments, and by further increases in the deficits on both merchandise and 
non-merchandise accounts with the United States. The overall current deficit 
with the United States, which is considered in more detail below, is raised from 
the figure of $1,931 million shown in Table 40 to $2,069 million when Canadian 
gold production is considered as a financing item rather than, as here, an item 
on the current account which is conventionally attributed to the United States. 


TABLE 41 


BALANCE OF PAYMENTS ON CURRENT ACCOUNT: MERCHANDISE 
AND NON-MERCHANDISE BALANCE, 1946 TO 1965 


Non- Current 

Merchandise | Merchandise Account 

Trade Trade Balance 

(Millions of dollars) 

EEO ae EL its Dyn 2 MM, ce we +571 —208 +363 
LURES E BAM te. od: 1 IROL, Ce Oa Pee +188 —139 + 49 
RES riche Set ae psc ee ose Aa te We Seti Aearcls i +432 + 19 +451 
LOA en abire se gists Pelhgs cng <2 AT IO eae +293 —116 +177 
EO eta ene a ee, ee ee + 10 —344 —334 
POOM.. PCT. ee ee a ek —147 —370 —517 
ROOD, 2 hask hf ane ty, Wn ee CAMs hae tal +489 —325 +164 
OEE Sean (ace 2. eR eS dae Aa — 58 —385 —443 
DO AES sone oe I, Ce A peg ee + 13 —445 —432 
Boo. mien es Peo. ees, Pe. Lk —211 —487 — 698 
BOO cntteewm: Raber. fen MU Bh. Re —728 —638 —1,366 
BO ERS A. LNG. ee Page) ge — 594 —861 —1,455 
POPE EUS ES sp ide eed, eee Io Dl ey —179 —952 —1,131 
Be Paces SUI bbmeste ee. .G WA AON REM —422 — 1,082 —1,504 
M00. COL Ts ob ooo, LO Le Lae ee —148 —1,095 —1, 243 
BOO RON rs. plete, fA EOD 8 | a | ae +173 —1,155 —982 
POD tcOuke.... Mele Lee Ie ae | eee +177 —1,051 —874 
BO OBR pees I I a eR MO ea =+-503 —1,045 — 542 
NA: SPO Cera aes Mn ea, ae ms SOC saiag +700 —1,133 —433 
De aease Tees ann MOO Cae tee ome oe aT +101 —1, 237 —1,136 


Source: DBS Ibid. 


The Capital Account 


The financing of the current account deficit was subject to abnormal features 
and certain distortions in 1965. In broad outline, the net inflow of long-term 
capital, which in recent decades has largely originated in the United States, 
was at a lower level than usual. The deficit was made up by a net inflow of short- 
term capital and there was some gain in official reserve assets. The really excep- 
tional feature of this flow of short-term capital was that it was the net of very 
substantial flows into Canada from overseas and from Canada to the United 
States, ina comparatively abrupt reversal of movements which had been taking 
place in the opposite direction over a number of years, and particularly in 1964. 


The reduction in the relative importance of long-term capital in the financing 
of the current deficit in 1965 occurred despite the maintenance of a fairly high 
rate of long-term new borrowing abroad. 
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In that part of the U.S. balance of payments programme introduced in 
February which was directed at U.S. non-financial corporations, direct invest- 
ment abroad by such corporations was covered by a request that they should 
collectively improve their global balance of payments position, taking physical 
trade, income and capital investment all into account. Canada, however, was 
specifically exempted from this guideline. 

Direct investment in Canada by non-residents in fact rose in 1965 from the 
particularly low levels recorded in 1963 and 1964, though at $390 million it 
remained well below the level of at least a half-billion dollars which was typica 
of most of the previous decade. Direct investment abroad by Canadian residents 
was again at the relatively high annual level of $100 million or so which has been 
recorded since 1962. 

New guidelines for U.S. non-financial corporations were announced in 
December 1965. In these, a global target was again specified, but direct invest- 
ment was also singled out for limitation by each corporation, in 1965 and 1966 
taken together, to 90 per cent of the total for the three preceding years on a basis 
inclusive of retained earnings. The geographic basis upon which this was to be 
achieved was again left to the discretion of individual corporations, but the 
specific exemption of Canada was withdrawn. 


Despite the fact that they are subject to the U.S. Interest Equalization Tax, 
net sales abroad of outstanding Canadian bonds and debentures continued at a 
relatively high level. However, as Table 44 shows, they were heavily outweighed 
by the repatriation of some $240 million of outstanding Canadian common and 
preference stocks, a reflux of such securities (in other words, an outflow of capital) 
which was roughly twice as large as any previously recorded. This, then, was one 
major offset to the capital inflow from new issues. Another was the continued 
high level of capital outflows for the retirement of securities in the hands of 
non-residents, which have now exceeded $300 million in each year since 1961. 
There was also a net outflow of long-term capital through net purchases by 
Canadians of foreign securities. 


Repayment of both interest and principal on the postwar loan to the 
United Kingdom was waived for the second year running (although there was a 
small receipt of interest in respect of the deferment itself, which cannot be 
waived under the terms of the loan). As against the first receipt of U.S. $50 million 
in 1964, the second capital receipt arising from the Columbia River Treaty was 
U.S. $30 million. This was the proceeds upon maturity on November 1, 1965, of 
a medium-term non-marketable U.S. government security, the first of six annual 
maturities to this value, followed by a final maturity of U.S. $23.9 million in 
1971; these securities were purchased by the Minister of Finance in 1964 with the 
majority of the funds representing payment by the United States for its share of 
_the first thirty years of downstream benefits from development of the Columbia 
River. A final offset to the inflow from long-term new issues was a substantial 
debit for the residual category of long-term capital, in large part associated with 
the extension of export credits. 

The issue abroad by Canadian residents of new, long-term securities in 1965 
was, as usual, largely accounted for by bonds and largely directed at the United 
States market. The total capital inflow from new issues shown in Table 42 was 
$1,127 million, of which $1,075 million is accounted for in Table 46 by deliveries 
of bonds to United States residents. 
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So much had occurred to disrupt, without actually restricting, access by 
Canadian borrowers to this market, that the third quarter of 1965 saw quite 
heavy offerings of new long-term Canadian securities in the New York market. 
When this heavy traffic persisted into the fourth quarter, the U.S. authorities 
requested Canadian co-operation in smoothing out the flow involved. The 
Minister of Finance requested major Canadian borrowers wherever possible to 
defer delivery of the securities concerned until after the turn of the year. Canadian 
borrowers co-operated by suspending some $140 million of deliveries in this way. 


TABLE 42 
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS 


1961 | 1962 | 1963 | 1964 | 1965 


(Millions of dollars) 
Direct investment m Canada... ..... 006s eee + 520] + 495 + 280] + 255 + 390 
Direc investment abroad ss.1s205 eee eee ace — 75 — 109 — 1385 — 140 — 115 
Canadian securities— 
Trade in outstanding bonds and debentures....| + 61 + 64 + 39 + 77 ao 64 
Trade in outstanding common and preference 
StOCK Sc sede re aL t Ben Le 8 ae aun tee + 39 — 116 — 179 — 97 — 241 
INGWHSSUCE: ahi Merle eR ae, detente MORALE + 538 + 728 + 784 +1, 123 + 1,127 
INGtILOMenbGeceote sre et buat eres ee — 300 — 320 — 404 — 358 — 373 
Poreignisecurities: (total) 29. .6i.t8. 5. TI se — 384 — 65 + 22 — 63 — 74 
Loans and capital subscriptions by Government of 
Canada— 
NOE GES SOU CS Sys cc Kee eerie ie eke — 8 — 22 — 18 — 10 16 
Repayments to Canuda..s = or. eee ee + 37 + 129 + 25 + 9 a 10 
Columbia River Treaty, met) 124.925.6208) eee. — — — + 54 a 32 
Long-term capital transactions not included else- 
WiHETE se cla ar oe Rina Aa eee ee + 132 116}; + 14) + 3 — 196 
Change in certain Canadian assets of foreigners— 
Canadian dollar deposits...................... 34 — 13 + 48 + 28 oo 30 
Government of Canada demand liabilities®)...| — a — 4 + J — — 2 
Canadian treastiy pill sass see ee ee ee — 658) + 4 — 27| — 16) = 12 
oe commercialipaper®.cee tsi denne — 23 =a + 11 
anadian finance paper........0.....a-.2:00%. + 93] + 176) .—. ,179 
Canadian finance company obligations not in- + 100; + 133 
elud éd:elsewhores 0. en. sekeeudes os ene J + 35; + 49] + 205 
Bank balances and other short-term funds abroad.| + 140 + 93 258 — 524 — 136 
Al ouher cransactions. ee nae wae eee + 148 + 148 + 187 + 241 + 468 
Net Capital Movements excluding monetary 
items shown below.......................... +1,272 | +1,029| + 688] + 796] + 1,293 
Official monetary movements in the form of: 
Change in official holdings of gold and foreign 
exchanges, iti: 4 Bantiil tik: Set ees She oy, ate 229)19 -endomele et [GOs on68 -- 11 
Change in net International Monetary Fund 
OSEUOR ye ae ae ey ek Sic tee he Car + 61 — 378 + 86 + 277 + 168 
Other special international financial assistance. -- — 4 -— —_ — 


See reference to Columbia River Treaty on page 81. 


©) Demand notes of international investment agencies other than the International Monetary Fund, 
Trust and Deposit Account of U.S. Government with Government of Canada. 


Source: DBS Ibid. 


119 


Sqq :sounog 

“BpeUBD jo JuOUL 
“ULOAOP) YPIM JUSUIUTOAOP) “G*{] JO JuNODDY YISodeq puv jsn4ayz, ‘puny Arejouoyy] [VUOTZVUIOZUT OY} UVY} 10440 Solus JUSUT4SOAUT [VUOTIVUIEZUT JO SejOuU PUBUTOC (2) 
‘Tg osud uo AyVol], IOATY VIQUINTOD 04 sdUETEJAI 99G (1) 


ta oe 68 + 66 + 97 + 261+ 69 + 95-0 Soro ae ae ae Rk: ‘= uorptsod puny Arejouoyy [Buolyvusejzuy Jou ur asuvy 
gg + PrI+ co Si g + LGies a9 + We ae Ne es SS a a aBuvyoxo us1o10J puv pos jo sBurpyoy [eroyjo ut esuey,) 

:JO WIO}] OY} UI SJusTIBAOUT ArRyaUOUT TRIO CO 
osé+ 91+ 89+ 68+ ChE+ toh a e+ Moe ee MOPG UMOYS SWd}! AIVJIMOUI SUTPN]IX9 JUIUIIAOT [LPIAeD JON 
ste+ €) + 06 + eT = LLI+ 19 = corI+ G + 2: 05616 6 opagelet =| ny atd fatie! ‘aire etWire: Pawel, evict elelané ence wrevalen autho aliens) ¥, wreeetgisyel Whe ie sist sne SUOTJOVSUBIY ayo Iv 
TOL gL — OvT+ OLT+ G8E— POT — Z61— ost+ Pe ae eee ee ae SOLES PUL CIO Lee tor Os pubee sae (eC Sts ey 
Sa 68 + 66 + A Se Ze + oI + T+ / Saeed Ue eS aay MosTa pepnpout you suoresrjqo Aueduroo souvuy ueripeuey 
69 rs G9 = Vs & se mes LI a 7 + ZOI+ 2OI+ Ay eo) \eeuega, 0 hw gee wah atae ab .di sale eee, ale) pits.» ore ln! wiwlee Sunes ein ee qoded souvuyg uerpeue) 

fs $ + Ll + a= T = SI a 61 a 1G a 2 OW 9) equim) OL6's (O'R te ©) a) 0)'6 fete pb. 60's) O16 a heer’ 8 bre bY org eS mwa by 6) oye rioded shot lecgeece) uBIpeUR) 
¢ = Z a4 OL — 1% + SI sey 9T 5 tL 4- 7 -+ o (00's, oPEe Ee 8 6 8s © 6 Oe 61s) Be 6 6 + CE vy 0 se ee Ob 4 6 es 0 0 se tale v.46 6.0.0 STIG AANSBdI} uvIpRBUe,) 
Ghict Sh ees 2 om | ae cael = a aa ip Ree SRP Oe ae aaa (g) SOTTIGel] puewiap VpeuRD Jo JUSIUIEAOY) 
SP + 61 Ea l¢ —_, ge “+ eg “fb 9¢ a 6 nee 0Z + S09) 6: 6)tobe ef wire. Goa ane rie er bie! © 6) '6. aie idnelie ee sae ¢ vis) sais wees) e we we sjisodep reyjop uvIpeuey 
‘SIOUSTOIO] JO SJOSSB URIPRUBD UTBIIIO UT BBUBYD 
teu he) ES ee Go ar HAGE alt TO ER Gee aids saa bees dIOY MOSS popnypour jou suorjoesuvs} peydvo w1184-Suo'T 
Ze + a 4 eine —_ 7S ++ = ce Ee oa is ee a's ee ype eeu a se 6 ee meee oe 6 © oe ele Slewue (pjeu Ayeoly, TOATY BIQUIN[OD 
é + T 4. “i + c + w + T + z + 7 = SRLS. 10 Shee eters vole 0 66 os ew wtp © 0 6 wlel's oe © elie | ee es) vols 8) a (ule wie oie BpeUuBy Cont sjuotAvdoyy 
9T a) — —_ aes 8 =, es —_ Z sero) eye ramet ate te Seine ints) 8 eevee 0 eats hie e1ege ln e.f6 <\/el'W eye apehe tralia 0) (ele ec stale te fice oqo ‘SooUBAPW 
epeuey jo JusUIUIaAOY Aq SUOT}dIIOSqns [eqIdvo puB sUvO'T 
vat == CS —_ c pn ce a Bie med h =e 9e axe ph a Wierensisjctteieriea cso efe e ne Sara 6, 6 ai wee neiSwe! a Yount lela, op-bie a. foie .sifel(eunkaitat my ave ve 0 aie i (7e309) Sorglmoes UBIIO|T 
PL —_ 1S = 9JI— 99 pect 26 fae 1¢ txts 00r— 60I— se eee BIH: 6 sive. elude Sis) whe: «8 Visita) va) ta tile 6) sins Sue aissiae a. 6\ 0,1. = oa fejs. wie GNe vusisl ys, see sia S$] USUIOIT}OYY 
osg+ 86e+ goe+ eset osg+ 211+ ste+ set+ Ww 6\6°@ 9),0, «6 6 Qe ke ON eet Fi a 16, (e660! 80) 6 Oe BSG 626 0.6 05 eee view wel e.6°s Sis a aes © us & SOnsst MON 
oF Se Gdote oe Coa Om Gc = gs -— 5 ae es ON eae” ge asia ae © SY904S 9ouaIojoId pu’ UOUTWIOD SUTpUBISINO UL Vp, 
9 + ge + LI ++ ce ++ ZS + 1g + al + F + aoe cn eeee oe eee elena aN dine) Suahe: ecetetateeets soinjueqep pue spuoq Surpueysyzno ul opel, 
—SdT}LInoes uvtTpeuRy 
GZ = 0g = G = ce = GZ 3 g es 89 = a oe eect ee 6 Rm ev Ole tee tayete’ Siew st é) els Sua ate: alaidratevals! 6. swereane Rparanere! orate (> peo1qe quoUSoAut qooriq 
oor+ oorI+ ogI+ 02 + 06 + oo + +P + 69 + fea a aigellee) eile love ta 0 Veet a ORO CROC ECW Sheet chew 0 ote) 6 pie alae als Bpvuey ur JUSUT4SOA UT qool1(] 
(sxe[[Op Jo suoTTTH) 
Or’, by Ot.8 le SOc |, OF Oran Cees. 0c |. :O1 
S96T P96T 


SLNAWAHAOW TVLIAVO ATUALUVNO ‘SINAWAVd TVNOILVNUGALNI 
& ATAVL 


120 


TABLE 44 


TRADE IN OUTSTANDING CANADIAN SECURITIES BETWEEN CANADA 
AND ALL COUNTRIES 


(Millions of dollars) 


Canadian Bonds and Canadian Common and Total 
Debentures Preference Stocks 
Rereg Sal h Sal Purch Sal Purch 
ales | Purchases ales urchases ales urchases 
to from Net to from Net to from Net 
19638— 
IO RS cs 67 44 +23 124 181 —57 191 225 —34 
DOES Sac ait eee 86 59 +27 131 175 —44 217 234 —17 
SORE estas 39 46 — 7 715 102 —27 114 148 —34 
AOD: Pee enon 47 51 —4 86 128 —42 Bs} 179 —46 
1964— 
LQer te Meee 38 34 + 4 107 151 —44 145 185 —40 
DAD ERE ie 5a ene 62 48 +14 164 Ue — 8 226 220 + 6 
SOl eer 58 Dil +37 137 142 — 5 195 163 +32 
AQ): Drees ece 69 47 +22 127 167 —40 196 214 —18 
1965— 
IO egs ge On Sena 53 50 ar 8. 127 210 —83 180 260 —80 
PAE 9 SN Sp eee 43 26 +17 110 194 —84 153 220 —67 
SO aeons ee 65 27 +38 75 103 —28 140 130 +10 
AC) ees ote ee 42 36 + 6 131 177 —46 173 213 —40 
+ capital inflow 
— capital outflow 
Source: DBS Ibid 
TABLE 45 
TRADE IN OUTSTANDING FOREIGN SECURITIES BETWEEN CANADA 
AND ALL COUNTRIES 
Period Sales to | lee Net 
(Millions of dollars) 
1963— 
Gy CRA eo ceece > COURSE ET: 5 a oe nS. eC 5 82 ai ap 
DO Re een icc Se A EE Rp RMR oa: call 134 113 +21 
OA eile tere « Tansye atele, 6 vzlmentabe towels cmtuysy Male CMa, eee eS, Eee sh hore he 90 94 a 4 
ee ay Oe OR OORT heck os ee eRe 9 ee ee 128 110 +18 
Aun api cviotatogis eye cet fene «ne fot ewerstat arty eee Wel Re ects CMI CEES cnc cae 124 129 — 5 
o tpeete Rt cc.C Meh ole pas: Menaess hc ta caters Over ce ee ee a 151 182 —31 
BOOMER ONeL Gee CE MOS SAC i eee. 122 126 —4 
Docc os lesa alte eis Ara ATE ee ete MN Be 128 134 — 6 
Biola. lala site (n/ovai oda NR Lae Oe RRR, sco tae Foe 135 146 —11 
gictetirs syh Ta ie ioe SE ats aus cet AC Ee EEC EEE en as 157 170 —13 
fale tev elivlleye cee 9a" « efeteen x We eRe eke re RRR RONG oes ao Da 137 153 —16 
mnie Wia skate Store ie Capiate wariys ite Ghee eae CRE ee ae ne 212 214 — 2 


-+ capital inflow 
— capital outflow 
Source: DBS Ibid 
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In December 1965, the state of uncertainty which had affected the market 
was resolved by a new arrangement arrived at between Canada and the United 
States, at the time of the announcement of further restrictions by the United 
States upon the outflow of both short and long-term capital. In effect, the exemp- 
tion of new Canadian long-term issues from the Interest Equalization Tax was 
extended to include the exemption of such issues from a new quantitative limi- 
tation on the acquisition of long-term securities by U.S. non-bank financial 
institutions. In return for this assurance of access for Canadian borrowers to the 
U.S. long-term market, the Canadian government undertook that it would 
purchase Canadian securities in the U.S. market, if this proves necessary, in 


TABLE 46 
NEW ISSUES OF CANADIAN BONDS SOLD TO UNITED STATES RESIDENTS 


Period Offerings Deliveries | Undelivered™ 
(Millions of dollars) 

1964— 

ID in pose 4 1S REAR BMS SAO IIS SRE tan SO 91 125 88 

DOME REGMN ee rnmnnes AI QGR RA oh ERs el es 238 294 32 

SOD: soot RST oe aS a RE 2 Se, See, ene oe ee 309 103 238 

ANDY. oct SS emcee 8 Ain A 2 5 et Ries mA 6 Bt ie ah Aan aR i 345 532 51 
1965— 

"1Q Bee. SPEND eh arte ee pe berth soca. 5 DR A 339 255 135 

AQ s.655 ds OBS COR 3 BROCE On Se Re ia ec anna 265 298 102 

OEE es ay hy: eens koh s aides ee dca eae te. 378 290 190 

ANE 6 or, Ss cnencer ds ABR Gok BORO CIE OO re Oe Cra en rat 344 232 302 


() At end of period. 
Source: DBS Ibid. 


TABLE 47 
FINANCING OF CANADA’S BILATERAL ACCOUNT WITH THE UNITED STATES 


1962 1963 1964 1965 


(Millions of dollars) 


Transactions with U.S. (excluding international 
financial agencies) 
é ficih (Cxea Old )enncaarsasn ater: —1,277 —1,316 —1,800 —2,069 
Se Bees on 4 ies ee FASS Pe eee +1,091 + 850 +1, 755 + 468 
by other trans- 
SN Gane aren 82 eae eines 196» |, o-408.. |, <b. a5eil mee eo 
Other transactions : e 
Current account surplus with rest of world....... +248 +620 +1,222 +795 
SO ee wr ambebnay 10> Wns dana an 162 | — 959 4925 
New gold production available for export........ +155 +154 + 145 +138 
fo GSS See wom oe ane ane a Osi. ion 88 ad 
Change in Canada’s position with the International rae PP ar are 
Monetary Hund ©, ..... 202s se qopudee oii celnielsle = +378 — . 2 
otal financing. ......... 0.020006. sseae deans +186 +466 + 45 +1,601 


(Improvement (—) in Canadian position represents net provision of resources by Canada to the I.M.F. 
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order to ensure that the net flow of capital funds to Canada is not in excess of the 
amount required to meet the needs of the current account in the balance of pay- 
ments and to keep Canada’s reserves within an appropriate range. 

The basis for the exemption of long-term Canadian new issues in this way is 
the recognition on the part of the U.S. authorities of the fact that U.S. current 
account earnings in Canada almost invariably exceed U.S. capital outflows to 
Canada. It will be seen from Table 47 that this pattern was strikingly confirmed 
in 1965, when a U.S. current account surplus with Canada of over $2 billion was 
only financed to the extent of less than $500 million by U.S. capital. 

In 1964, a substantial outflow of short-term U.S. capital to Canada, much 
of it destined ultimately for the Eurodollar market, had been added to the long- 
term flow to produce a total flow to Canada which nearly, though still not quite, 
equalled the U.S. current account surplus with Canada. This flow continued into 
the first quarter of 1965; but in February new balance of payments guidelines 
were issued to all U.S. banks by the U.S. government which had the objective 
of limiting new short-term outflows from the United States in 1965 to a small 
proportion of the total outstanding at the end of 1964. In order to provide assur- 
ance that the foreign currency operations of Canadian banks would not be 
inconsistent with the aims of these guidelines, the Canadian government requested 
all chartered banks to conduct their foreign currency operations in such a way 
that the net position of their head offices and Canadian branches vis-d-vis 


TABLE 48 
OFFICIAL HOLDINGS OF GOLD AND FOREIGN EXCHANGE 


End of Period Gold U.S. Dollars Total 
(Millions of U.S. dollars) 

LOG JAINA. crcheatieedcazeny sat sher teehee mee Eee ee 836.7 1,745.7 2,582.4 
OD IUEISY cxgala sos heed ee ok eee Bose Bae ere 849.7 1,692.6 2,542.3 
Marchi: Saye 2 Aa s28 pane 0s eyes eae ee ee 871.0 1,594.5 2,465.5 
PATO ISL oh seas ates e Ree teet he boca MR ee AO ed oe oe 892.2 1,588.9 2,481.1 
IMEI ec: Seat tie iy oe ve ee er eee 910.1 1,599.3 2,509.4 
JUN GFA ao nee oar. a Ae ee Sie 1,602.6 2.00009 
‘iV hi Aah see ae ele ern ener eA want mg i Fa Css 948.8 1,585.1 2,533.9 
VeNUY CAs] aoe picts Se, een Jey Seer ce apg Ey si 969.0 1,606.9 2,575.9 
DOD ECIUDOE Hea. apeee. o- eeen SN ann eae a 989.6 1, 684.9 2,624.5 
DCbODOR AU. Fcc’. ace Bat. YS eRANY Ba cone tc tae Ad 1,001.1 1,685.5 2,686.6 
INOW er beIt F300 ano eee Bay ery. Ca Pe eee ape tee a 1,007.4 1,736.0 2,743.4 
ID SCemMD Ory. we hrdcuidce saucers ake tien ee wae be 0257 1, 648.6 2,674.3 

1965—January Meche eOuis, sae Oc Patek eat og te ECS 1,036.0 i Op2 a2 2,668.2 
GIS RUS Vea ch teniece iam eich eee ae re ee ee, oe ee 1,040.6 1,608.1 2,648.7 
MSEC uae sersics sae Seek ON Gey jy etre Aer a ee See ae 1,044.1 1,510.0 2,554.1 
2g ee a or, we ONE edn e 1,044.7 IDG PA re} 2,566.5 
NE ae ee es ET Pee er 1,081.4 MAN Za3 2,498.7 
SiC ae ee ee A RE TN a) CW REL oy, 1,089.1 1,391.0 2,480.1 
Oliv ee Pio oWameni's ates BoE cipro 20S > Se ee ee Seen ees 1,096.3 1,395.2 2,491.5 
PAWU OUTS Girls Mahe dts VE cdr ou AO ee 1,104.0 1,494.0 2,598.0 
September Bic couste als GAGE. 5 Pho OO he ee ee ee ee T9 LepOem Aol. 1 
OO RLOD OIE Nise shid acerca) <se.dis : aoe em ena Ne Bee A Le 20 2a! 2, 643.8 
EN OT O20 DOT a ccserrs ose ake: AS «Sv wine cee cae iby dleypnts, 1,543.6 2,681.1 
Decemiberk ey ci.ct deck 4 soa ee ee 1,150.8 pS a7, 2, 664.5 

COs SMB re alert id ese diate cra. « 014d ee oe 1,112.28 1,449.6 2,562.4 
PSU OAT ame: Ae c,< «be. Be Bale: s<<. ois eee ee ,076.5 Ds Ady Ali 2,547.6 


Source: Department of Finance. 
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residents of the United States was not reduced below the position which existed 
on December 31, 1964. The Canadian banks in fact increased their net asset 
position vis-a-vis U.S. residents during the year. Moreover, they so drew down 
their assets and increased their liabilities elsewhere in the world that a net credit 
of over $400 million accrued to the Canadian balance on capital account as well. 
This very substantial reversal of earlier movements of short-term funds occurred 
mainly in the first and second quarters of 1965, after which flows were on a more 
modest scale. 


Two other events which occurred in 1965 had marked effects upon capital 
flows into and out of Canada. The first was the collapse, in June, of a Canadian 
finance company whose notes were quite widely held in the United States. A 
withdrawal by U.S. investors from Canadian finance paper, which had been in 
progress on a small scale for some months already, was accelerated by this default 
and continued for the rest of the year, though Canadian finance companies 
continued to obtain funds abroad in other forms. In August, the announcement 
of a second major wheat contract with the Soviet Union, to a value of some $450 
million, brought an immediate influx of short-term capital in connection with 
anticipatory exchange transactions by grain houses; as Table 48 shows, this 
resulted in strengthening of the reserves, which rose by U.S. $123 million in that 
month and the next, and in the exchange rate for the Canadian dollar. This had 
reached a low point of about 92 U.S. cents in July, but recovered to a high of 
around 93 U.S. cents in October, remaining in the neighbourhood of this level 
until the end of the year. 

While official holdings of gold and foreign exchange were virtually unchanged 
over the year as a whole, having decreased by less than U.S. $10 million, Canada’s 
net creditor position with the International Monetary Fund improved by 
U.S. $156 million. Other countries drew the equivalent of U.S. $183.4 million 
net in Canadian dollars of which the Fund obtained $27.5 million by the sale of 
gold to Canada. Canada also made resources equivalent to U.S. $35.0 million 
available through the Fund under the General Arrangements to Borrow. 


TABLE 49 
CHANGES IN IMF HOLDINGS OF CANADIAN DOLLARS DURING 1965 


U.S. $ 
Million 
IMF holdings of Canadian dollars at the end of 1964............ 367.5 
(minus) Repurchases by Canada (net).............+-- sere = m% 
Drawings of Canadian dollars by other countries (net) 183.4 183.4 
(plus) Gold sales to Canada by IMF........ Pees eho aure PH fea) 
Borrowings from Canada under the General Arrange- are 
THENES tO. DORLGWE acelin Anda SA eeta sand Abe Neen ete 3 35.0 62.5 
Net change during 1965............---.e2 eee 10:9 
246.6 


IMF holdings at the end of 1965..........6- cscs eens e eee ee tte nent ener e ees 


Source: DBS Quarterly Estimates of The Canadian Balance of International Payments. Cat. 67-001. 
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SOURCE AND DISPOSITION OF SAVING 


The national saving and investment account offers in capsule form a sum- 
mary of the net position of the personal, government, business and foreign 
sectors discussed in detail in foregoing sections of this review. The revenue and 
expenditures of each of these main sectors can be reduced to a single figure of 
net income or saving. Each saving estimate is a residual. Disposable personal 
income minus personal expenditure equals personal saving; business receipts 
minus business outlays equals business gross saving; revenues and expenditures 
of governments on the national accounts basis are reduced to a single surplus 
or deficit figure; and the difference between exports and imports of goods and 
services is shown as the net foreign balance on current account. The latter can 
be regarded either as an additional source of real resources (that is, foreign 
savings) as shown in Table 50, or as part of national investment. The table 
also shows the elements of savings and investment in 1965, compared with the 
preceding year. Finally, the table offers a connecting link between the National 
Accounts analysis upon which most of the earlier discussion has been based and 
the discussion of capital markets which follows. 


TABLE 50 


SOURCES OF SAVING 
(Millions of dollars) 


— 1964 1965 
Bersonalyoaving: d.cesaue! alas ep eee. ee: eee ere. MAA tae Fed 2,181 3, 098 
Business Gross Savino ahotalis weep ean ee ee Be Be eee ean 7,051 7,454 
(a) Undistributed! conporationanroctisna see ene ee T2252 1,466 
(b) Capital consumption allowances and miscellaneous valuation adjust- 
; EMenUS one. mere FAG ty SicOEIe ORSCRD MOOT ctr MEME Aen eee eG oe nee 5, 607 6, 085 
(ec) Adjustments'ongrain-transacuions- ae. a) een) 2 oe) mel ls ee 110 ca 
(2) Capital aasistancet ...v. cm nto meg hs Rosacea: Aime E. ccth -. AMMA es 82 84 
Inventory Valuation Adjistmentest.ay ieee. cl 4, seas b. waletysteds eel at —121 —330 
Government surplus CE )lor deficit (Ian, i) aed. aula ey aya —102 +251 
Heder alin oie steel ch ee arte tt en eee oe +246 +535 
Provincial and-"Mumiewpal. cco. te eee) ORE aie —348 — 284 
Deficit on current account with non-residents...................------0--. 22... +428 +1, 141 
Residgatetiong.. ae mste. Pek sok rca tes el a peed eee ce SR ee — 45 —183 
Utils ov sa ste ee ere: te REY 9 Aan ne ably. Wii aee pee 9,392 11,481 
DISPOSITION OF SAVING 
(Millions of dollars) 
= 1964 1965 
Business gross fixed capitglformation™.................<didsueisdsbansicecact 8,968 10, 424 
Value of physical change an janventoniess#, a2 catel). ~Ag-csinr.! alowant beetet, orc) 380 824 
Residval-eronia'.q ae mene ie ke Ba sy ae +44 +183 
So RE anc! he okt on eee Cn ae ed 9,392 LAS a 


_ Based on unrevised National Accounts data for 1964 and Public and Private Investment Survey for 
1965. For revised data in both years, see Table 26. 


Source: DBS The National Accounts, 1964, and Department of Finance estimates for 1965. 
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In 1965, total sources of saving, including savings from abroad (that is, 
resources drawn from abroad in the form of the current account deficit), increased 
by about $2 billion, sufficient on balance to finance a similar increase in business 
fixed capital formation and inventories. The principal components of the saving 
increase, in order of their contribution to the total change in sources of funds, 
were as follows: a personal saving increase of $900 million ; an increase in the 
use of foreign savings of $700 million; a change from a deficit to a surplus on 
government transactions, amounting to $350 million; and an increase in busi- 
ae gross saving (including the inventory valuation adjustment) of about $200 
million. 


While total national saving has been increasing rapidly since the first 
quarter of 1961, there has been a considerable difference in behaviour of the 
several components. Personal saving has doubled in the past five years, reaching 
a level of over $3,000 million in 1965 compared to $1,545 million in 1961, and 
giving rise to a high saving ratio of nine per cent of disposable income. Part of the 
increase was due to a higher level of farm incomes resulting from a succession 
of good crops and exceptional wheat marketings. Some increase in the savings 
ratio often occurs in periods of rapidly advancing incomes, due to the lag of 
expenditure behind changes in income. This factor may also account for some of 
the increased saving in more recent quarters, following upon the personal in- 
come tax reduction of mid-1965. 


Business saving has two principal components: capital cost allowances and 
net retained earnings after payment of dividends and taxes. Capital cost allow- 
ances, as reported in taxation statistics, show a long term upward trend, as the 
size of the capital stock increases, as well as some short term variation which 
causes them to increase more rapidly in cyclical expansions. These allowances 
have increased by approximately $400 million per year in the past few years. 
Retained earnings are subject to a great deal of cyclical variation, having quad- 
rupled from a low figure of $400 million (at seasonally adjusted annual rates) 
in the first quarter of 1961, to a high figure of $1,500 million in the first quarter 
of 1965. Since then they have been relatively stable. Total business saving, or 
retained cash flow, increased from $4,900 million in the first quarter of 1961 
(seasonally adjusted annual rate), to nearly $7,600 million in the third quarter 
of 1965. The five year increase averaged over $500 million per year, and con- 
tinued at approximately the same rate into 1965, as capital cost allowances 
continued to rise. An offsetting inventory valuation adjustment is made against 
business gross saving in order to make allowance for that part of recorded busi- 
ness profits which arises from the effect of rising prices on inventory values. 
The 1965 increase in the inventory valuation adjustment was $200 million. 


The government sector position improved in each one of the past five years, 
slowly at first and then with increasing momentum as total income and expendi- 
ture in the remainder of the economy increased. Some tax changes occurred, and 
the elasticity of certain revenue sources brought increases in revenues which 
- were relatively greater than income changes. At the same time, government 
costs were increasing, in the forms of wages and materials, and new programmes 
were being undertaken, as described in the discussions of the government sector 
and public and private investment. The net result of all of these changes in the 
government sector was a swing from 4 combined deficit position of $1,000 million 
in 1961 to a combined surplus position, presently estimated on the National 
Accounts basis at $251 million in 1965. The Government of Canada had a surplus 
of over $500 million in calendar 1965 on this basis, while provincial and municipal 
governments had a combined deficit approaching $300 million on the same basis. 
The swing from a combined government deficit to a combined surplus position in 
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the past year therefore contributed to the supply of national saving. It permitted 
governments to have less recourse to capital markets, at the time that private 
businesses were making greater demands on the markets to finance a higher level 
of investment. 


It will be noted that increased business investments considerably exceeded 
the increases in the retained cash flow of the business sector. Business capital 
formation was financed to a greater extent by savings from abroad. As already 
stated, the net current account deficit increased by approximately $700 million 
in 1965. This development in 1965 contrasts with the continued reduction of 
foreign deficits which had taken place from 1959 to 1964. 


CAPITAL MARKETS 


The preceding section on sources and disposition of saving indicates that 
approximately $2 billion more savings were available for Canadian business 
investment in 1965 than in 1964. About $700 million of this increase was attribu- 
table to foreign savings, as reflected in the widening of Canada’s current account 
deficit in the balance of payments, and over $1.4 billion to domestic saving. In 
contrast to 1964, when the total increase in domestic saving was supplied by 
businesses and governments, the major part of the 1965 increase came from 
personal saving. Despite this substantial increase in total saving, it did not keep 
pace with increasing demands for investment funds. The high rate of economic 
expansion recorded in 1965 brought with it heavy demands for credit and, in 
contrast to 1964 when stable credit conditions prevailed, gave rise to higher 
interest rates and more selective lending policies. 

Increases in government revenues relative to expenditures enabled all levels 
of governments taken together to reduce their demands on the capital market in 
1965. Corporate demands on the market, however, to finance heavy expenditures 
on fixed assets and inventory increased substantially. Net new issues of corporate 
securities together with increases in bank loans to corporations in 19665 reflect 
the heavier dependence by corporations on sources other than internal corporate 
savings. Net new issues of non-financial corporate securities increased by $264 
million to $988 million, and chartered bank loans to businesses, excluding 
financial companies, increased by $698 million to $5,627 million. 

Of particular significance to Canada’s capital markets during 1965 were 
the U.S. balance of payments guidelines announced on February 10, 1965, and 
the default on its notes of a major Canadian sales finance company in June 1965. 
The U.S. guidelines, including the revisions in December 1965, as outlined in 
the section on the Balance of Payments, created some uncertainties initially 
throughout the capital markets, but the main impact was felt in the short- 
term market and short-term flows became much less sensitive to covered short- 
term yield differentials in favour of U.S. investors. The Atlantic Acceptance 
Corporation default on its obligations, a large proportion of which were held 
by U.S. investors, was of much more serious consequence to the short-term 
market. Investor confidence, both at home and abroad, was affected by this 
event and short-term borrowers, especially sales finance companies, experienced 
difficulties in raising funds in the market through the balance of 1965. Short- 
term paper outstanding fell by 25 per cent or by $350 million to $1,069 million 
during the second half of 1965. Partly offsetting the loss of short-term funds to 
finance companies in this period was an increase by $170 million or 48 per cent 
in chartered bank loans to instalment finance companies to a level of $527 


bee ga 


127 


CHART 21 


CURRENCY OUTSIDE BANKS AND 
CHARTERED BANK DEPOSITS 


Seasonally Adjusted 


Average of Wednesdays - 


Ratio Scale 


TOTAL 


Billions of Dollars 


HELD BY Bia 
f GENERAL PUBLIC — 15.0 
GOVERNMENT OF CANADA hee 
DEPOSITS Piety 
PERSONAL SAVINGS 
DEPOSITS 
+ 50 
EMAND DEPOSITS | 
eRe 
: 2.5 
mae) 
4 
NON-PERSONAL TERM : 
AND NOTICE DEPOSITS 
+ 15 
si 
ttt i PROF fri ROR ts vty peat apart VAN 
1961 1962 1963 1964 1965 66 


8.0 


6.0 


5.0 


40 


3.0 


1.0 


8 


128 


CHART 22 


CHARTERED BANK LOANS 


Seasonally Adjusted 
Monthly - Billions of Dollars 
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million. Net new issues of securities by financial corporations in the last six 
months of 1965 amounted to $243 million compared with $197 million in the 
same period of 1964. 


During 1965 money supply, defined as total currency and chartered bank 
deposits, increased by 12 per cent compared with a 6 per cent increase in 1964. 
While this increase in money supply reflected strong demands for credit it also 
reflected measures taken by the Bank of Canada to counteract the effects of 
the U.S. guidelines and to maintain confidence during the aftermath of the 
Atlantic Acceptance Corporation default, The growth in money supply enabled 
chartered banks to meet a 17 per cent increase in loans without reducing their 
holdings of Government of Canada securities. There was, however, a decline in 
the more liquid assets of chartered banks from 32.0 per cent of total assets at 
the end of 1964 to 30.0 per cent at the end of 1965. 


Net new issues of Canadian securities payable in other currencies, excluding 
short-term paper, declined from a total of $691 million in 1964 to $606 million 
in 1965. Provincial and municipal net new issues payable in other currencies 
declined by $196 million while net new issues of corporate securities in other 
currencies increased by $110 million in this period. The bulk of these net new 
issues were sold during the second half of 1965 reflecting in part the existence of 
a significantly wider long-term yield differential between U.S. and Canadian 
bonds in this period than in the first half of the year. 


DEMAND AND SupPLy oF FUNDS THROUGH THE CAPITAL MARKETS 


Federal Government 


Continued improvements in the federal government’s financial position 
during 1965, coupled with a healthy cash position, enabled the federal govern- 
ment to retire on balance $52 million of its outstanding securities. In 1964 there 
was a $457 million increase in net new securities. Taking into consideration 
changes in both Bank of Canada and Government Account holdings of Govern- 
ment of Canada securities, there was a large reduction in the net impact on 
the capital market of federal government borrowing in 1965 compared with 
1964, which made room for other borrowers in the public and private sectors. 

In addition to the federal government’s influence on the capital markets 
as a net borrower or net supplier of funds, considerable influence is exerted on 
the composition and holdings of outstanding obligations through its debt manage- 
ment operations. A full description of federal government debt operations for 
the fiscal year ending March 31, 1966, begins on page 104. 


The Provincial and Municipal Governments 

In 1965 the net new issues of direct and guaranteed bonds of the provinces 
and municipalities were reduced from the 1964 level. This reduction was par- 
ticularly significant in the second half of 1965 for provincial bonds and through- 
out 1965 for municipal bonds. The total net new issues of provincial bonds in 
1965 amounted to $646 million compared to $942 million in 1964. Net new 
issues of municipal bonds in 1965 were $183 million or approximately 48 per cent 
of the net new issues in 1964. During 1965 both the provincial and municipal 
governments reduced their borrowings in capital markets outside Canada 
compared to the previous year. In 1964 the total net new issues in currencies 
other than Canadian dollars of provincial and municipal bonds were $358 
million and $117 million respectively. By comparison in 1965, net new issues in 
foreign currencies had been reduced to $252 million and $25 million respectively 
for the provinces and municipalities. 
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CHART 23 
NET NEW ISSUES OF SECURITIES 
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On the other hand, there was during 1965 an increase in bank loans to both 
the provincial and municipal governments. Bank loans to the provinces increased 
from $30 million at the end of 1964 to $59 million by the end of 1965. At the same 
time bank loans to the municipalities increased from $363 million to $521 million 
by the end of 1965. A significant portion of this municipal borrowing was in 
anticipation of loans from the Municipal Development and Loans Board. 


Corporations 


A more rapid increase in business investment outlays than in business 
savings during 1965 caused businesses to rely more heavily on other sources of 
funds than in the previous year. As shown in Table 50 business gross fixed 
capital formation reached about $10.4 billion in 1965, an increase of $1.4 billion 
over the 1964 level, while business gross saving increased by about $400 million. 
Within the business sector, corporate savings (retained earnings after tax plus 
corporate capital cost allowances) increased by approximately $500 million, from 
$4.4 billion in 1964 to an estimated $4.9 billion in 1965, which is equal to about 
one third of the increase in corporate investment outlays during 1965. A significant 
increase in the level of non-farm inventories over 1964 levels had the effect of 
adding further strain on corporate financial resources. 


Additional sources of funds tapped by corporations during the year were 
mainly increases in net new issues of securities and bank loans. In Table 51 net 
new issues of corporate bonds and stocks by corporations in 1965 amounted to 
$1,444 million compared with $1,068 million in 1964, which is equal to a 35 per 
cent increase over that year. A $325 million or 44 per cent increase in net new 
issues of corporate bonds from $743 million in 1964 to $1,068 million in 1965 
was responsible for the largest proportion of the overall increase in net new 
corporate securities. About 30 per cent of the net new corporate bond issues were 
in other currencies compared with 28 per cent in 1964, reflecting a somewhat 
higher volume of net new corporate bond issue sales abroad. An increase of $48 
million or about 15 per cent in net new issues of equity securities, preferred and 
common stock, took place in 1965. 


As a result of the U.S. guidelines and the Atlantic Acceptance Corporation 
default on its obligations, all corporations, and particularly financial corpora- 
tions, were forced to rely less on the money market for short-term funds in 1965 
than in 1964. Offsetting this, and providing additional funds was the substantial 
increase in chartered bank business loans to corporations and to finance com- 
panies. By the end of 1965 these two categories of loans had increased by 14 per 
cent and 76 per cent respectively to $5,627 million and $527 million. 


Mortgage Credit 


Lending institutions, Central Mortgage and Housing Corporation, and 
private, committed $3,015 million on mortgages for new and existing residences 
and other property in 1965. The increase in total commitments was 12 per cent, 
less than half the 26 per cent increase in each of the two preceding years. (See 
Table 52.) There was a deceleration in the commitment of funds to the housing 
sector in the second half of 1965. This reflected, amongst several factors, the very 
high rate of conventional mortgage approvals a year ago, physical shortages in 
the construction field, stiffening financial conditions following the mid-year dis- 
turbances in Canadian financial markets and the rise in interest rates in North 
America in the latter half of the year. 
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The winter housebuilding incentive scheme, accompanied by the provision 
of mortgage funds through CMHC, was successfully repeated in the winter of 
1965-66. CMHC once again temporarily relaxed existing policy by making direct 
loans available to merchant builders without the requirement that the houses 
must have been pre-sold. Preliminary information indicates that applications 
received under the 1965-66 programme are 2 per cent down from the corre- 
sponding total of last winter. Applications approved in 1964-65 totalled 33,579 
dwelling units. 


Reflecting the general uptrend in interest rates in North America, Canadian 
conventional mortgage rates on prime property rose from 63-7 per cent early in 
1965 to 73-8 per cent, and in some cases higher, by the end of the year. Early 
in 1966 the NHA rate was raised from 64 per cent to 62 per cent. 


TABLE 52 


MORTGAGE LOAN COMMITMENTS BY CENTRAL MORTGAGE AND HOUSING 
CORPORATION AND PRIVATE INSTITUTIONS 


1961 | 1962 1963 | 1964 1965 
(Millions of dollars) 


Mortgage Loans Approved under National 
Housing Act 


CMHC direct 


ingle detached maatnc: cclamcemdie: cee. 225 152 253 312 367 
Aparpments and. Ober... 661-4 ac.) beatin. node 46 20 49 65 95) 

SinlonKoiad le oni fae Seu arate. cn ae eee 271 172 302 377 462 

Approved Lenders 

SO LOM CUA CH eC acie cis ciie ni cccavatetecetts tetas 321 316 281 178 129 

ApaAromentsiand ovheriecsscn eters nee eae, 132 96 104 175 191 

SUlO=COTAl Aa tat, AIR A ASS Coke cae Ata ak 453 412 385 353 320 

EOL AS A Wectte rn tien tak see meee a Seite haces 724 584 687 730 782 


Conventional Mortgage Approvals 


New residences 


ingue deLrachedel jer ere. Lek is dene kas eel. <b epaee 174 187 250 294 356 
APAEbMENtS ANG Otherse. possi oa aLAe bee 158 264 402 518 547 

iy rere ete IEA IRAs ot MEER Re Tae 215 256 306 443 539 
Apartments and ober aeons. ase ea eee 85 102 124 197 210 

298 311 373 507 581 


Commercialland.other! sa: hsty. Peruse SiePiepsants oe 


PPOvalACONVENtIONAL Schiele sctuty auyterearuke ar 930 1, 120 1,455 1,959 2200 
(Eye UYE US DUTY [Es Cohen RS Re Oe le 1, 654 1,704 2,142 2,689 3,015 
of which: 
Simple resid CUCCS ME Wisc rpm semis vie «sks aya 720 655 he ae He 
Apartment residences, etc. new............ 336 380 } 
Total residential new:.;..)..J.0%/-.. 04. 1,056 1,035 1,339 1,542 1,685 


(In addition to direct CMHC loans which refer only to new construction, CMHC also made rental 
loans for $22 million for existing multiple dwellings. 


Source: Central Mortgage and Housing Corporation. 
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Consumer Credit 
Last year, buoyed by a 9.6 per cent increase in personal income after taxes 
from the corresponding first nine months of calendar year 1964, personal spending 
on goods and services rose by 7.3 per cent. There was also a substantial gain in 
personal holdings of financial assets. In an environment of confidence about 
future prospects, persons increased their short-term liabilities in 1965 to a level 
13.9 per cent above that of a year earlier. 

Through most of 1964 consumer credit expanded at an annual rate between 
14.5 and 16.5 per cent. In the first half of 1965 it decelerated slightly, then rose 
again to an annual rate of 16.1 per cent in the third quarter. 


TABLE 53 
CONSUMER CREDIT 


1964 ‘ 1965 
Amount outstanding seasonally |—— — = 
adjusted March | June Sept. | Dec. | March| June | Sept. | Dec. 
(Millions of dollars) 
Chartered banks.2).0 0015 se neoe 1,497 | 1,672] 1,736 | 1,798] 1,848] 2,064] 2,150 2,186 
Sales finance companies........... 886 996 1,038 £085 1,023 1,099 1,136 1,140 
Consumer loan companies......... 796 837 866 904 925 975 994 1,029 
Quebec Savings Banks............ 14 14 15 15 17 18 17 16 
Life insurance companies.......... 388 392 39677-3898 400 |- 402 405 A) 7. 
Retatlidealers (een. ta. sen. 620 626 643 (OA 668 667 696 794 
Sub-total..............., 4,201 | 4,587 | 4,694 | 4,872] 4,881 | 5,225 | 5,398 5,572 
Ophermetailrn ccs eer ee 426 435 445 479 430 438 457 482 
Credit unions and caisses.......... n.a n.a n.a. 840 n.a n.a n.a na 


na. not available. 


®Includes department stores, furniture and appliance dealers and the instalment credit of motor 
vehicle dealers. 


)Jncludes oil companies credit cards. 


Sources: Bank of Canada, Department of Insurance, Department of Finance, DBS, and Department 
of Agriculture. 


Sources and Application of Funds—Private Financial Institutions 


A consolidation of the assets and liabilities of deposit-accepting institutions 
is shown in Tables 54 and 55, and the percentage distribution of these assets 
and liabilities in Tables 56 and 57. The deposit-accepting institutions covered 
are the chartered banks, Québec savings banks, trust companies and mortgage 
loan companies; caisses populaires and credit unions are excluded only because 
quarterly data on their operations is not available. Term liabilities of deposit- 
accepting institutions grew rapidly in 1965, in continuation of a trend which 
was apparent in 1964. In particular, the total of non-chequable, term and notice 
deposits and debentures and certificates rose much faster than the total of notes 
and chequable deposits. As a result, “other deposits and deposit-type liabilities” 
were 21.1 per cent of total liabilities at the end of 1965 as compared with 18.5 


per cent and 16.1 per cent at December 31, 1964 and December 31, 1963 re- 
spectively. 


This increase in term liabilities enabled deposit-accepting institutions to 
meet strong demands for loans and mortgages. Their loans and holdings of 
mortgages expanded by $1,972 million and $983 million respectively in 1965, 
as compared with corresponding increases of $1,056 million and $589 million 
in 1964. Because of these changes, the proportion of their assets held in the form 
of loans and mortgages rose to 50.1 per cent in 1963, to 54.1 per cent in 1964 
and to 58.3 per cent in 1965. The highest rate of growth occurred in holdings of 
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mortgages, which rose from 15.4 per cent of total assets at December 31, 1964 
to 17.1 per cent at the end of 1965; this increase reflected both the high demand 
for mortgages and the attraction for deposit-accepting institutions of the high 
rates of interest on mortgages. 

To finance the expansion of their loans and holdings of mortgages, deposit- 
accepting institutions used the additional funds made available by depositors 
and purchasers of their certificates and debentures; they also refrained from 
making any substantial additions to their holdings of government bonds even 
though net new issues of federal, provincial and municipal bonds totalled $775 
million for the year. As a result, government bonds fell from 33.5 per cent to 
30.1 per cent of their total assets during 1965. In this regard, deposit-accepting 
institutions were continuing a trend already in force in 1964 when their holdings 
of government bonds showed little change and when the proportion of such 
bonds fell from 36.1 to 33.5 per cent of total assets. 

With the increase in the proportions of their assets held in the form of loans 
and mortgages to over 55 per cent and the decline in their holdings of government 
bonds to 30.1 per cent, deposit-accepting institutions during 1965 approached a 
point where further extensions in their loans and holdings of mortgages had 
become more dependent upon the expansion of their deposits and other deposit- 
type liabilities. To some extent, this higher proportion of assets held in loans 
and mortgages had been made possible because of the increases in the proportion 
of their liabilities accounted for by term and notice deposits. This proportion 
cannot, however, be increased indefinitely without affecting the cash flows and 
liquidity of these institutions. 

Table 54 indicates that the institutions covered by this analysis increased 
their loans to governments, businesses and individuals by approximately $2 billion 
in 1965 and their loans against mortgages by approximately $1 billion. Holdings 
of treasury bills, bonds, equities and other securities remained virtually unchanged 
at the end of the year. 

The main private financial institutions not covered by the above analysis 
are the insurance companies and pension funds. These institutions are mainly 
concerned with gathering savings on a contractual basis and are among the most 
important investors in long-term securities and other longer term obligations in 
Canada. Life insurance companies and trusteed pension funds account for the 
bulk of the total assets in this group. 

During 1965, the Canadian assets of sixteen life insurance companies”, 
which account for about 84 per cent of total net premium income in Canada, 
increased by about $600 million. Funds financing this increase arose mainly out 
of insurance operations in Canada (net premium income) together with about 
$44 million transferred from earnings abroad. The sixteen life insurance com- 
panies were net sellers of government securities during 1965. Portfolio investments 
in Government of Canada bonds were reduced by $77 million and holdings of 
provincial and municipal bonds were reduced by $16 million and $4 million 
respectively. Funds obtained from disinvestment in these securities helped in part 
to finance the increase in holdings of other securities. Insurance companies, like 
the deposit-accepting institutions analyzed above, have been increasing the 
proportion of their assets held in the form of mortgage loans and sales agreements. 
In 1965 the net increase in assets held in this form totalled $390 million. Net 
investment in corporate bonds amounted to $191 million and net investment in 
corporate stocks amounted to $48 million. 


isti 3 : ti 12 insurance companies 
Statistical data up to the end of June 1965 are based upon cash transactions by 

representing about 74 per cent of net premium income for all companies and thereafter the data relate to 

16 insurance companies representing about 84 per cent of such net premium income. The figures quoted will 


therefore tend to understate asset increases. 
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FEDERAL GOVERNMENT DEBT OPERATIONS 
(Fiscal year ending March 31, 1966) 


In the budget speech of April 26, 1965, a budgetary deficit of $300 million, 
a non-budgetary deficit of $225 million assuming no Exchange Fund charges, 
and total cash requirements of $525 million were forecast. Government of 
Canada marketable securities, excluding regular weekly issues of three month 
and six month treasury bills, scheduled to mature within the fiscal year 1965-66 
amounted to $1,705 million. . 

As a result of a higher rate of economic expansion than had been anticipated, 
federal government budgetary revenues are now expected to exceed the original 
forecast by almost $300 million while budgetary expenditures are expected to 
remain close to original estimates. The resulting net decrease in the budgetary 
deficit is partially offset by a significant increase in the original non-budgetary 
deficit estimate. Part of this increase has resulted from Exchange Fund transac- 
tions. Total cash requirements, before debt changes, are expected to be about 
$100 million lower than the original estimate made in the April 1965 budget. 

There were several changes in the federal government’s unmatured debt 
during the past fiscal year, the net effect of which produced an increase in such 
debt amounting to $160 million. The bulk of this increase as shown in Table 
58 came from net sales of Canada Savings Bonds which amounted to $205 
million. Outstanding marketable securities, excluding Treasury Bills, declined 
by $155 million. The increase in cash provided by the net increase in unmatured 
debt helped to meet a good portion of the federal government’s cash requirements. 
A decline in the federal government’s cash balance from $681 million at the 
end of March, 1965, to about $600 million at the end of March, 1966, will finance 
the balance of the federal government’s cash requirements. 

TABLE 58 


SUMMARY OF PROJECTED CHANGES IN GOVERNMENT SECURITIES 
OUTSTANDING FOR THE YEAR ENDING MARCH 31, 1966. 


(Millions of dollars) 


Increase Decrease 
Brensury? Billa—weskly, oot cara.-4oc te eee ee 10" 4 
Cangda|Samiags Bands. 20 ies. ....!me iit cess, CER eee 205 
Unemployment Tnstrranpe Band. <0... 0 Riweven cocevichisa dese Oucke.c.. coc, | 100 
Marketable Seo tenes 2 cvs ceo r are rer etl g tata lela 155 
315 155 
—155 
160 


Federal government cash balances throughout the 1965-66 fiscal year have 
generally been high enough to allow considerable flexibility in formulating debt 
management policies. The overriding consideration in debt management during 
this period has been the desire to complement monetary and fiscal policies. 
Subordinated to this consideration but nevertheless playing important roles in 
determining the size and frequency of issues, maturity lengths, coupon rates and 
prices have been the general debt management aims of achieving a broader 
market, of extending maturity lengths when possible, and of providing greater 
flexibility in future debt management operations. 
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During the first quarter of calendar 1965, Canada’s bond and money markets 
became unsettled. The United States’ balance of payments programme, intro- 
duced on February 10, 1965, which asked U.S. banks, financial institutions and 
other businesses to reduce voluntarily their foreign lending and investment activi- 
ties, had a particularly unsettling effect on Canada’s bond and money markets. 
Also having a bearing on general market conditions at this time was the build- 
up of a heavy calendar of new corporate and provincial bond issues. On April 
1, 1965 $200 million Government of Canada 4+ per cent bonds matured. It was 
decided to refund $175 million only of the maturing issue. The refunding issue 
had a maturity length of 2 years 6 months and was an addition to the outstanding 
37 per cent bonds due October 1, 1967. Details of this and other new Govern- 
ment of Canada bond issues floated during the fiscal year are shown in Table 59. 


In the weeks following the April 1 refunding issue, upward pressures on short- 
term rates became increasingly evident, reflecting in part the effects of the U.S. 
guidelines. Upward adjustments in long-term yields also occurred when the 
previously anticipated heavy calendar of new provincial and corporate bond 
issues began to materialize. $400 million Government of Canada 33 per cent 
bonds matured on July 1, 1965. This issue was refunded in part by a new $325 
million bond issue in three tranches, ranging in maturity length from ten months 
to five years and open as to amount in each maturity. 

In the intervening period between the July 1 bond issue and the September 1 
issue a sequence of events brought about a further change in monetary conditions. 
A major disturbance occurred on June 14, 1965, when Atlantic Acceptance 
Corporation defaulted on its obligations. This event had a severe impact on the 
financial system in general and on Canada’s rapidly growing money market in 
particular. Despite the sizeable increases in money supply which occurred as a 
result of Bank of Canada attempts to meet the situation in the money market, 
upward pressures on interest rates developed. The mid-year review of capital 
spending intentions indicated an 18.6 per cent increase over 1964 expenditures 
instead of the original 13.7 per cent estimate. It was recognized that realization 
of these capital spending intentions could create strains on the economy and lead 
to a further widening in the balance of payments deficit on current account. Cost 
pressures began to appear in the construction industry. An announcement was 
made by the Prime Minister at the beginning of August to the effect that the 
Government was deferring certain construction projects in order to alleviate 
pressures of demand on the construction industry. Heavy demands for funds 
were mainly responsible for the further increase in yields which occurred during 
this period. 

On September 1, 1965, #450 million 32 per cent Government of Canada 
bonds were due to mature. The full amount of $450 million was refunded. As 
shown in Table 59, the new refunding issue was in three tranches including the 
first long-term maturity of the year—$100 million 54 per cent bonds due May 1, 
1990 and having a maturity length of 24 years 8 months. 


The outlook for the Canadian economy changed little over the remaining 
months of the year. Consumer and business opinion continued to be decisively 
optimistic. In choosing refunding issues to meet $325 million 33 per cent bonds 
due December 1, 1965 and $330 million 33 per cent bonds due February 1, 1966, 
however, several other important factors also had to be considered. In the three 
week period immediately preceding the announcement of the December 1 
refunding a substantial upward adjustment in Canadian bond yields took place 
in all maturities. Increasing concern that Canadian exemption from the U.S. 
Interest Equalization Tax and her special position under the U.S. guidelines 
were endangered, a weaker U.S. bond market and a relatively poor response to 
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new provincial, municipal and corporate bond issues i 

this period all contributed to the ailcan ena chpectalionatiat Ete ane 
were in the offing. In the light of these developments it was considered desirable 
to avoid adding to market difficulties. Thus, only $300 million of the maturing 
$325 million 33 per cent bonds due December 1, 1965 was refunded and the 
Bank of Canada agreed to subscribe for a minimum of $100 million of the new 
issue. Also, investors were offered the choice of three maturities—two ‘short« 
term and one medium-term, as described in Table 59. The issue was priced on 
the market to maintain market stability. 

Shortly after the December 1, 1965 refunding issue, a revised Balance of 
Payments programme was announced by the U.S. Government which set out 
guidelines to non-financial U.S. corporations with respect to their direct invest- 
ments abroad, including those in Canada. It was reaffirmed, however, that 
Canadian borrowers would continue to have unlimited access, exempt from 
the Interest Equalization Tax, to the U.S. market for new issues of long-term 
securities. Early in December the U.S. Federal Reserve Board approved an 
increase in the discount rate from 4 per cent to 44 per cent. The Bank of Canada 
also increased its Bank Rate from 44 per cent to 42 per cent and announced that 
the policy of the Bank would continue to be directed to making provision for 
the overall credit needs of sound economic growth. 

_ The reaction in the Canadian bond market to these developments was 
small, in part because of the strong technical position which had emerged over 
the preceding weeks’ bearish atmosphere, and in part because unlimited access 
by Canadian borrowers to the U.S. long-term market was to continue. A some- 
what sharper reaction to the U.S. Federal Reserve Board’s announcement 
took place in the U.S. bond market. : 1d 

On February 1, 1966, $330 million 33 per cent bonds were due to mature. 
Not wishing to upset the relatively delicate stability in Canadian interest rates, 
which in the face of declining U.S. bond prices was bringing about a narrowing 
of the yield differential between U.S. and Canadian bonds at a time when first 
quarter capital inflows were expected to be at a relatively high level, priority 
was given to designing an issue having a minimum impact on market prices. It 
was decided to refund $300 million only of the maturing $330 million 33 per 
cent bonds due February 1, 1966 and to offer investors a wide choice of maturi- 
ties. A refunding issue was offered with three maturities, described more fully 
in Table 59, open as to amount in each maturity and priced close to prevailing 
market levels. In addition, the Bank of Canada offered to primary distributors 
$25 million in each of 5 per cent Government of Canada bonds due October 1, 
1973 and 5% per cent Government of Canada bonds due May 1, 1990 out of its 
own portfolio in exchange for the new issue. This had the effect of making 
available an even wider choice to Canadian investors and, since these bonds 
offered by the Bank of Canada were not exempt from U.S. Interest Equaliza- 
tion Tax, U.S. investor interest was kept to a minimum. 

As in previous years, outstanding issues were added to where possible during 
the fiscal year 1965-66 in order to provide a broader market and to provide 
greater flexibility in future debt management operations. Ot the thirteen new 
issues during 1965-1966, nine were additions to existing issues and four new 
maturity dates were opened. In the circumstances, it was not possible to achieve 
any lengthening of maturity during this period, and the average term to maturity 
of Government of Canada marketable securities, excluding perpetual bonds, 


declined from 7 years 11 months to 7 years 9 months. 
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CHART 24 
SELECTED 3 MONTH INTEREST RATES 
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The Canada Savings Bond campaign of 1964 offered an initial interest rate 
of 43 per cent and a yield to maturity of 5 per cent per annum. These rates 
were competitive with those available elsewhere to the general public and the 
amount of Savings Bonds outstanding increased by $480 million during 1964 
to a total of $5,613 million at the end of the year. In planning the 1965 campaign, 
approximately the same interest rates were offered as in 1964 even although it 
was recognized that the rate was less competitive with rates offered on other 
savings instruments. It was anticipated that its effect would be to reduce net 
receipts from Savings Bonds; in the event, the net amount of outstanding 
Savings Bonds rose by only $253 million in 1965. 


CHART 25 


LONG-TERM 
GOVERNMENT BOND YIELD AVERAGES 


Per Cent 
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Interest Rates 


Table 60 indicates the quarter by quarter changes in interest rates of a 
broad representative list of investments. The most significant changes which 
took place in 1965 were the continuous upward adjustments in the general 
level of interest rates after the first quarter and a flattening of the yield curve 
associated with the relatively greater increase in short-term rates than in long- 
term rates. 


The upward adjustments in the general level of interest rates reflect the 
heavier demands for credit associated with the high rate of economic growth 
achieved in 1965 and a tighter monetary policy posture. In addition to these 
general developments were two events of particular significance to the short- 
term market, namely, the U.S. guidelines announced in February and the 
default of Atlantic Acceptance Corporation in June, which helped to bring 
about a relatively greater increase in short-term rates of under one year maturity 
than in the rest of the maturity range. While finance companies were particularly 
hard pressed to raise funds in the short-term market after June, the under- 
mining of investor confidence brought about by the Atlantic Acceptance Cor- 
poration default caused other financial corporations to experience difficulties 
also. From March 31 to the end of 1965 short-term rates, as represented by 
prime finance and commercial paper, increased by about 160 basis points while 
long-term Government of Canada bonds increased by about 40 basis points in 
yield. 
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PART II 
REVIEW OF GOVERNMENT ACCOUNTS 
1965-66 


INTRODUCTION 


This Part of the Budget Papers presents in summary form a review of the 
accounts of the Government of Canada for the fiscal year 1965-66. The fiscal 
year of the government ends on March 31, but under the provisions of section 35 
of the Financial Administration Act, for thirty days after the end of each fiscal 
year, payments for the discharge of debts properly applicable to the old year 
may be made and charged to that year. Consequently the books must remain 
open for some time after the fiscal year-end to take into account these payments 
and to record various adjusting entries. The figures used in this report are based 
on ten months actual and two months estimated. The final figures when they 
become available next July or August will vary to some extent from those given 
in the following pages. 


Previous year figures have been adjusted to reflect transfers of duties pur- 
suant to the Public Service Rearrangement and Transfer of Duties Act. 


HIGHLIGHTS OF THE GOVERNMENT’S FINANCIAL 
OPERATIONS DURING 1965-66 


This section outlines the financial operations of the government giving a 
brief summary of the budgetary and non-budgetary transactions, the unmatured 
debt transactions and the changes in the cash position and the debt position 
during 1965-66. More detailed explanations of these transactions are given in 
subsequent sections of this Part. 


The following table summarizes the budgetary and non-budgetary trans- 
actions for 1965-66 with comparative figures for 1964-65 and indicates how 
these transactions affect the government’s cash balances: 
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TABLE 1 
(in millions of dollars) 


SumMMARY OF BUDGETARY AND Non-BUDGETARY TRANSACTIONS 
AND CHANGES IN CasH POSITION 


Budgetary transactions— 
Revenue— 


Betencert..se.sdyeties b SR ge ASF ES AD bo dd OSI, RTO Ce Ae! 


OGTR CT Gy (aa) ee as, yes dae AL Rese boats SP ea Ree A aes Ravers 


Non-budgetary transactions (excluding unmatured debt trans- 
actions)— 
Receipts and credits— 
Repayment of temporary loans to old age security fund........ 
Repayment of other loans, investments and advances.......... 
Net annuity, insurance and pension account receipts...........- 
\ C4] 02) wes Fre hoscete ec ota en aot ere ti nen RA caches Hertha op ET bs ale dlr Rei 


Disbursements and charges— 
Advan cesitolexch angesflind nae.) ee eee ee ie ee eee ere 
Redemption of non-interest-bearing notes payable on demand.. 
Other loans, investments and advances.............02..00-.00 
OGRE Ec, cots sates tls tae Re eee Tec ee 


Net amount available from or required for (—) non-budgetary 
MLANSACEIONS:. Ms Save cle roe ois Aue ee ee ee 


Overall cash requirements to be financed by increase in unmatured 
debt or decrease in cash balamces.........................-0000. 
Net ea te in unmatured debt outstanding in the hands of the 
public 


Net increase or decrease (—) in Receiver General bank balances... 


Fiscal year ending March 31 


(estimated ) 


1965 


Budgetary transactions 


The budgetary revenue, expenditure and deficit as forecast in the budget 
speech of April 26, 1965 and the figures as now estimated for the fiscal year 


1965-66 are shown in the following table: 


TABLE 2 
(in millions of dollars) 


Budget 
BupGETARY TRANSACTIONS FOR forecast Actual 
Fiscat YEAR 1965-66 April 26, (estimated) 
1965 
Revenue Ree aR iia ce eae mnnerh Cmte dete: an MNT Merry cp 7,350 TOES 
Expenditures wars ety cay. eee te 7,650 CS TRULS 
BL cht Aer ge. oh acick Ae oe 300 34 


Increase or decrease (—) 
compared with April 26, 
1965 forecast 


Amount 


323 
57 


—266 


Per cent 


4.39 
0.75 


a a ee ee ee ee ee ee 
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Revenue 


Budgetary revenue of the government in the fiscal year 1965-66 is estimated 
at $7,673 million. This is $323 million or approximately 4% per cent more than the 
April 26, 1965 budget forecast and $493 million or 7 per cent more than the total 
of $7,180 million collected in 1964-65. 


Tax revenue accounts for $465 million and non-tax revenue for $28 million 
of the increase over 1964-65 receipts. 


The yield from personal income tax, corporation income tax and the tax on 
dividends, interest, etc., going abroad is $159 million more than collections in 
1964-65 and receipts from the sales tax are $180 million more. 


Expenditure 


Budgetary expenditure of the government in 1965-66 is estimated at $7,707 
million, $57 million or approximately one per cent higher than forecast and $489 
million or 7 per cent higher than expenditures in 1964-65. 


Defence expenditure at $1,585 million is 21 per cent of total budgetary 
expenditure, compared with $1,586 million or 22 per cent in 1964-65 and is again 
the largest category. 


Civil or non-defence expenditure at $6,122 million compares with $5,632 
million in 1964-65, an increase of $490 million. The main changes are an increase 
of $115 million in fiscal, subsidy and other payments to provinces and a decrease 
of $120 million in contributions to provinces under the Hospital Insurance and 
Diagnostic Services Act due to the fact that Quebec opted out of the program. 


Deficit 

Expenditure of $7,707 million exceeds revenue of $7,673 million resulting in 
a deficit of $34 million compared with a deficit of $300 millicn as forecast on 
April 26, 1965 and the deficit of $38 million in 1964-65. 


Non-budgetary transactions (excluding unmatured debt transactions) 


Non-budgetary transactions are those which increase or decrease the 
government’s asset and liability accounts and do not enter into the calculation 
of the annual budgetary surplus or deficit. 


In 1965-66 estimated net disbursements and charges of $1,223 million exceed 
“net receipts and credits of $1,070 million resulting in a net requirement of $153 
million. In 1964-65 net receipts and credits totalled $834 million, net disburse- 
ments and charges totalled $1,218 million, resulting in a net requirement of $384 


million. 


Old age security fund : 

Receipts by the fund during 1965-66 are estimated at $1,163 million and 
exceed estimated payments of $923 million from the fund by $240 million. In 
1964-65 receipts were $960 million and payments were $885 million. 
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The excess of $240 million of receipts over payments resulted in the liquida- 
tion of the $25 million in outstanding temporary loans by the Minister of Finance 
and a credit balance of $215 million in the old age security fund. 


The transactions in the account during 1965-66 compared with those for 
1964-65 are as follows: 


Fiscal year ending March 31 
1966 


(estimated) 1965 


(in millions of dollars) 


Waxreceipts 5... 2262) eb trek ae eee See 1,163 960 
Bensiontpa yaneniterseenn verona eer aeer econ te 923 885 
Excess of receipts over payments................-...ee00-. 240 75 
Temporary loans by the Minister of Finance carried for- 

TW ALEG Spee ee een ee te ee cee ae eR ee —25 —100 
Balance in old age security fund..:....................... 215 —25 


Unmatured debt transactions 


Unmatured debt transactions in 1965-66 reflect an increase of $147 million 
in unmatured debt outstanding in the hands of the public compared with an 
increase of $275 million in 1964-65. 


Cash position 


Receiver General bank balances are expected to be $642 million at March 3l, 
1966, a decrease of $40 million from the March 31, 1965 total. (Cash received 
after March 31 is recorded in the subsequent fiscal year bank accounts.) The 
decrease in cash balances is the result of the non-budgetary requirements of 
$153 million plus the budgetary deficit of $34 million partly offset by the increase 
of $147 million in unmatured debt outstanding in the hands of the public. 


Debt position 


_ As a result of these budgetary and non-budgetary transactions the gross 
public debt increased by $1,044 million to $27,617 million, net recorded assets by 
$1,010 million to $12,079 million and net debt by $34 million to $15,538 million at 


March 31, 1966. The increase in net debt reflects the budgetary deficit of $34 
million. 


THE BUDGETARY ACCOUNTS 


Estimated total revenue at $7,673 million for 1965-66 is $493 million more 
than the total for the previous fiscal year. Estimated total expenditure of $7,707 
million is $489 million more than the total for 1964-65. The estimated deficit 
is $34 million compared with $38 million for the previous fiscal year. 
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BUDGETARY REVENUE AND EXPENDITURE » 
Fiscal Years Ended March 31 

Billions of Dollars 
BUDGETARY DEFICIT ah 


1000 = Millions of Dollars 1000 


500 500 


EXPENDITURE 
(coor = 0 Ss 
1962 1963 1964 1965 1966* R a 


DSSS) 


6 eek 5 
x] Ex BRS 
| cS ees Y pee 
ee eee 
4 ee BV S 
PX ese < 
/; mane 
1M, KK 
BS ees 
. 
0) Resets 
1962 
*® Estimated 
TABLE 3 
BupGetary REVENUE, EXPENDITURE AND Dericrr 
(in millions of dollars) 
. ; Budgetary Budgetary Surplus or 
Fiscat YEAR EnpinG Marcu 31 rewsune expondivures wdeteren =) 
CEA, & oe ae eo sce eng RR rae eens Oa A, Seen ran 5,106.5 4,849.0 257.5 
TESS, cgatten anced Se ae ke hon oe 5,048.8 5,087.4 —38.6 
FOVE®). wee se etlenc DD peter eRe I ae Pn a=) RUS ah Blinc eee 4,754.7 5,364.0 —609.3 
1G GO eee re re cat tnt merchge aa tua macs Meopeens ater ete earaers 5,289.8 5,702.9 —413.1 
Cat ie Beaty hah ga ie ORR IREUT AEE REO RS 5,617.7 5,958.1 —340.4 
[i ee eee ee ee peer ae 5,729.6 6,520.6 —791.0 
ELF auch be hae eeeemil Ronen Rare te uh eo Sareea crt 5,878.7 6,570.3 —691.6 
IGT eels ie Se neta REE CI, Bn /5, Getic ort CRO I a eERCReLS ee 6,253.2 6,872.4 —619.2 
iO 0 eg I oo Qari Poti ads a 1,180.3 7,218.3 —38.0 
1966: (estimated). 242 ses DOERR RRR ge tens ciatoicete ie siento aiasore 7,673.0 7,707.0 —34.0 


REVENUE 
- Budgetary revenue in 1965-66 is estimated at $7,673 million, $493 million 
or 7 per cent over the total of $7,180 million received in 1964-65. Tax revenue 
at $6;832- million accounts for 89 per cent of the total revenue for the fiscal year 
and non-tax revenue at $841 million accounts for 11 per cent. 
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BUDGETARY REVENUE BUDGETARY EXPENDITURE 
BY MAJOR SOURCE BY MAJOR FUNCTION 
For Fiscal Year Ended March 3], 1966 

Estimated 


i 
NSO 6K x 
<> TRANSPORTATION 5 


EXCISE DUTIES, SALES x 
Se AND OTHER EXCISE TAXES Sxx 


LY 


* 
PUBLIC DEBT 
CHARGES 


SZIMPORT DUTIES 
. 9% 


Gye : 

yyy S08, 
Hy 2 RESOURCES AND 
Yy yy INDUST. DEVELOPMENT 


PERSONAL [ie 
INCOME TAX 
28% 


, 


1. Does not include payments out of old age security fund. 
2. Does not include those payments made to provincial and municipal governments 
for specific purposes. 


BUDGETARY REVENUE BY SOURCE 
Fiscal Years Ended March 31 
Billions of Dollars 


8\— wii 


OTHER REVENUE me 
—#——— TOTAL REVENUE FROM TAXES 89% | 


CUSTOMS IMPORT DUTIES 


EXCISE DUTIES, SALES AND 3 
OTHER EXCISE TAXES 


CORPORATION INCOME TAX 


PERSONAL INCOME TAX 


1962 1963 1964 1965 1966* 1966* 


* Estimated 
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The more important items are increases of $47 million in personal income 
tax collections, $86 million in corporation income tax collections, $180 million 
in sales tax receipts and $54 million in customs import duties. 


TABLE 4 
BupGetary REveNvuE By Masor Sources 
(in millions of dollars) 


Fiscal year ending March 31 ee 
SOURCE (estimated) 1965 decrease eS 
Amount | Percent | Amount | Per cent Wino (Pennant 
Tax revenue— 
Income tax— 
Personal OHs tS Sect eek le hoor ktedls 2,150.0 28.0 | 2,103.3 29.3 46.7 2.2 
Corporation ORs tees eee 1,610.0 21.0) 1, 523878 21.2 86.2 5.4 
On dividends, interest, etc., going 
C71 BY ROLNG Le rere t Bir A age Se th RI 170.0 2.2 143.7 2.0 26.3 18.3 
Excise taxes— 
Salles) OM eye aoe ey ee os Rees 1,385.0 18.1 1,204.6 16.8 180.4 15.0 
LOR OVSVES catches Caee oae A Siciieae Mere eae 295.0 3.8 269.1 3.8 25.9 9.6 
Customs LMpoLt Cuties s. +2 ..8s.si «a 676.0 8.8 622.1 8.7 53.9 8.7 
Hixcise Gubies sit .n iss fal eet at saute « 439.0 57 411.4 Dall 27.6 6.7 
PES EALOEEAK GO ate alee otras Weis ors oly ooh tea eats 106.8 1.4 88.6 12 18.2 20.5 
Otherttaxestwtntease aire. dae eheae 0.2 0.2 
6,882.0 89.0 6, 366.8 88.7 465.2 7.8 
Non-tax revenue— 
Return on investments............+.. 436.0 ONG 422.7 5.9 13.3 3.1 
Post office—net postal revenue........ 235.0 Sal 230.4 Sa 4.6 2.0 
Other non-tax revenue..............-- 170.0 2.2 160.4 2.2 9.6 6.0 
841.0 ils) 813.5 11.3 27.8 8.4 
Total budgetary revenue....... 7,673.0 100.0} 7,180.3 100.0 492.7 6.9 
2 a ae ea es Ee ee a ee ee OR a ee ee 
(estimated) A as 


(1) Excluding tax credited to the old age security fund— 


Personal ainc OMe VAXist ta te Plata rttee f thaee eters = viet eR MMLC e 496.0 431.9 
Corporation income tax. .......... sees eee cee teen e eee 151.0 145.2 
516.0 383.2 


Salas taxsiee foto hee ee EE ie a iaiapee det ahs 
1,163.0 960.3 


()Net after deduction of refunds and drawbacks. ; 
(3)Includes duties levied under the Dominion Succession Duty Act, 
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TAX REVENUE 


Federal-provincial fiscal arrangements 

Under fiscal arrangements, that became operative in 1962, the federal 
government withdrew in part from the field of direct taxation and left the vacated 
area to the provinces. The federal government offered to collect the provincial 
income taxes without charge provided that provincial personal income tax was 
expressed as a percentage of federal personal income tax otherwise payable and 
provincial corporation income tax applied to taxable income calculated in the 
same way as for federal income tax purposes. To allow for the imposition of the 
provincial income taxes, the Income Tax Act was amended to abate the federal 
income tax otherwise payable by individuals in all provinces by 16 per cent in 
1962, 17 per cent in 1963, 18 per cent in 1964, 21 per cent in 1965 and 24 per 
cent in 1966. For 1965 and 1966, the Province of Quebec obtained an additional 
23 percentage points of the federal income tax otherwise payable in that prov- 
ince in compensation of the fact that the payment of youth allowances and the 
full cost of certain programs which are supported jointly by federal and provin- 
cial governments in the other provinces have been assumed by that province. 
The personal income tax abatement rates for Quebec in 1965 and 1966 are thus 
44 per cent and 47 per cent respectively. For the period 1962-67 the federal 
corporation income tax rates are abated by 9 percentage points for taxable 
income earned in a province other than Quebec and by 10 percentage points for 
taxable income earned in Quebec. The additional one percentage point for 
Quebec is in compensation of the payment by that province of university grants 
which in the other provinces are made by the federal government. The federal 
government has entered into tax-collection agreements under which it collects 
the provincial personal income taxes for all provinces except Quebec and the 
provincial corporation income taxes for all provinces except Ontario and Quebec. 

Under these collection agreements, payments are made monthly to each 
province based on an estimate of that province’s tax revenue. When the actual 
amounts of assessed returns are established, usually in the month of December 
following the end of the fiscal year, adjustments are made with the provinces. 

Under the 1962-67 fiscal arrangements, the federal government agreed to 
abate its estate tax by 50 per cent in the fiscal years 1962-63 and 1963-64, and 
by 75 per cent in the fiscal yeas 1964-65, 1965-66 and 1966-67 in any province 
that imposed its own succession duties. To a province that did not wish to re- 
enter the succession duty field the federal government agreed to pay 50 per cent 
of the federal estate tax revenue in 1962-63 and 1963-64 and 75 per cent in 
1964-65, 1965-66 and 1966-67. During 1962-63, Quebec and Ontario collected - 
their own succession duties while the other provinces received a payment in 
lieu of imposing duties. Starting in 1963-64 British Columbia joined Ontario 
and Quebec in imposing its own succession duties. When the abatement was 
raised to 75 per cent in 1964-65, British Columbia increased its rates accord- 
ingly but Quebec and Ontario accepted in lieu of the extra abatement a payment 
equivalent to 25 per cent of the federal estate tax in those provinces. 


Tax on personal income 


In 1965-66 the largest source of government revenue is again the personal 
income tax. The yield (excluding the old age security tax) is $2,150 million or 
28 per cent of all budgetary revenue. The increase of $47 million or 2 per cent 
over 1964-65 collections is due principally to the higher level of personal incomes 
during the year partly offset by higher provincial abatements and a federal tax 
reduction effective July 1, 1965. In addition to the federal revenue, $357 million 
was allocated to the provincial tax collection agreements account under the 
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terms of federal-provincial fiscal arrangements. In 1964-65 federal revenue 
from this Source was $2,103 million and in addition $369 million was allocated 
to the provincial tax collection agreements account. 

The tax on personal incomes levied under the Old Age Security Act and 


credited to the old age security fund is $496 million compared with $432 million 
in 1964-65. 


Corporation income tax 


The corporation income tax is the second largest source of government 
revenue. The yield (excluding the old age security tax) is $1,610 million or 21 
per cent of all budgetary revenue. The increase of $86 million or 5 per cent over 
the 1964-65 collections is due mainly to the continuous growth of corporation 
profits in recent years. In addition to the federal revenue, $118 million was 
allocated to the provincial tax collection agreements account under terms of 
federal-provincial fiscal arrangements. In 1964-65 federal revenue from this 
source was $1,524 million and in addition $135 million was allocated to the 
provincial tax collection agreements account. 

The tax on incomes of corporations levied under the Old Age Security Act 
and credited to the old age security fund is $151 million compared with $145 
million in 1964-65. 


Taxes on dividends, interest, etc., going abroad 

Revenue in this category is derived from taxes withheld on payments of 
dividends, interest, rents, royalties, alimony and income from estates and trusts 
paid to non-residents. Collections for 1965-66 are $170 million, an increase of 
$26 million or 18 per cent over the 1964-65 total. 


Excise taxes 

Revenue under this heading is from the general sales tax and other excise 
taxes. 

From a revenue standpoint the general sales tax is the most important tax 
levied under the Excise Tax Act. Receipts (excluding the old age security tax) 
are $1,385 million or 15 per cent higher than in the previous fiscal year. 

The tax on sales levied under the Old Age Security Act and credited to the 
old age security fund is $516 million. 

The yield from excise taxes levied under the Excise Tax Act, other than the 
general sales tax, at $295 million is $26 million more than in 1964-65. 


Customs import duties 

Receipts from this source are $676 million compared with $622 million in 
1964-65. The increase of $54 million or 9 per cent reflects the greater volume and 
value of imports during 1965-66. 


Excise duties 

Excise duties are levied on alcoholic beverages (other than wines) and 
tobacco products. (Additional taxes on tobacco products are levied under the 
Excise Tax Act.) Net receipts in 1965-66 are $439 million compared with $411 
million in 1964-65. 

Gross receipts of $261 million from duties on alcoholic beverages ($155 
million in respect of spirits and $106 million in respect of beer) and $184 million 
from duties on tobacco products have been reduced by refunds and drawbacks 
of $6 million. In 1964-65 gross receipts of $240 million from duties on alcoholic 
beverages ($135 million in respect of spirits and $105 million in respect of beer) 
and $177 million from duties on tobacco products were reduced by refunds and 
drawbacks of $6 million. 
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PRINCIPAL SOURCES OF TAX REVENUE 
Fiscal Years Ended March 3] 
Millions of Dollars 


(=. PERSONAL INCOME TAX CORPORATION INCOME TAX Ric 
2000 }- 2000 —{ 2000 
1000 1000 Z — 1000 

<> 
eee 
Red 
Rey 
0 0 Boe] 0 
ae EXCISE TAXES = 2000 
1000 |— + 1000 
0 585 * OOS 0 
1962 «63 
* Estimated 
Estate tax 


Revenue in this category is derived under the Estate Tax Act. Net receipts 
of $107 million are $18 million more than in 1964-65. 


Other taxes 


Revenue under this heading during the fiscal year is $200 thousand, the 
Same as in the previous year. 


NON-TAX REVENUE 


Non-tax revenue is $841 million, an increase of $28 million over the 1964-65 
total. 


TABLE 5 
(in millions of dollars) 


ee ee eee 


Fiscal year ending Increase or 
March 31 decrease (—) 
Non-Tax Revenvur ——__— 
1966 
(estimated) 1965 Amount Per cent 

ee 
Retin On Gnvestmentsis whe boc. v.. cbc cssccncs.c.. 436.0 422.7 Lox asa 
Post office—net postal revenue......................, 235.0 230.4 4.6 2.0 
Refunds of previous years’ CxPenditure..c5 ene eee 16.0 20.5 —4.5 —22.0 
Services and service fees.................0.00,0 00, 64.0 60.9 onl 5.1 
POcomis hota enlag ee Go kk eek ee 25.0 24.3 0.7 2.9 
Privileges, licences and PELIOL Se. ece e 39.0 30.8 8.2 26.6 
ullion and coinages (2.40.25... Mel MA, ES 1G 3 12.0 12.3 —0.3 —2.4 
DEE 52 sxx Sete orsiics. 4B cas sh arts See) Bede in cab el 14.0 11.6 2.4 17a 

841.0 813.5 Died 3.4 
a ee LOE OS TORN ORGWRID 
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Return on investments 


These receipts, in an amount of $436 million, consist of income derived 
from loans and advances made by the government and from investments by the 


Sera in productive or earning assets. In 1964-65 receipts were $423 
million. 


; Receipts from Crown corporations at $314 million are $3 million more than 
in the previous year. The main changes are a decrease of $34 million in pay- 
ments by The St. Lawrence Seaway Authority in respect of deferred interest 
and increases of $15 million in the Bank of Canada profits paid to the govern- 
ment and $11 million in payments by the Central Mortgage and Housing Cor- 
poration. 

The yield from other loans and investments at $122 million is $10 million 
more than the 1964-65 total. This is mainly accounted for by the receipt of $8 
million in interest on special United States of America securities—Columbia 
River Treaty. 

TABLE 6 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
RETURN ON INVESTMENTS or 
decrease (—) 
(estimated) 1965 
Loans to, and investments in, Crown corporations— 
BanksouCinada— profits... lee ee Ucn) SPE 143.1 128.3 14,8 
Canadian National Railways...............05.../...... ities 11.6 —0.3 
Canadian Overseas Telecommunication Corporation 2.6 PPE | —0.1 
Central Mortgage and Housing Corporation............. 104.4 93.3 ila haat 
Eldorado Mining and Refining Limited................. Ish 185 
Export Credits Insurance Corporation................... 5.6 3.0 2.6 
Hanne Credits Corporabion eae: Senn | ener n ee 21.0 13.9 lal 
National Capital Commission.......................... 3.3 2.9 0.4 
Nationalgiarbours Board..5. 1... . see ee ante 4.1 3.4 0.7 
Northern Canada Power Commission.................. 255 We 0.4 
Polymer orporapion lamited.. set soe. ee 4.0 4.0 
The St. Lawrence Seaway Authority................... 9.4 43.1 —33.7 
Moscellaneous ery pee. 2a... Pos cemaiew. arene bettas ts 1.4 —0.1 
814.1 le?) 2.9 
Other loans and investments— 
Unite deKeined ont s.... vficesites nay eke Bersih ye 1.9 ya) 0.7 
Other national governments....06... 0+) unas 6.4 s5ese) 5.0 5.2 —0.2 
BLO VANCIAeOVermments sy... ase eee lee tA0 iil —0.1 
Pixenaneeuncl ACCOunbhs. nap on med soem e cas nose cok 62.8 63.6 —0.8 
Interest-bearing deposits with chartered banks.......... 20.5 19.6 0.9 
Protimonubondiexchanges o> Vyas yay. # hae Sra sok 0.9 —0.9 
Securities investment account................0.ceee cree 220 5.6 —3.6 
Sinking fund and other investments held for retirement 
Ofeunimapume dude tage. oy. pode ANN sere ecm. ofl 0.3 0.3 
Soldier and general land settlement loans and veterans 
FAP eta vences SUN, Ane, 2h) a ET OLE 9.6 8.3 iL 8 
Special United States of America securities—Columbia 
RAV OTeE TEAL Va cet Amun.) oatieirs a) MPRA NS ¢ era: cdoek 9.2 ial Srl 
~ Unemployment Insurance Commission.................. Ae: hi se 
Miscellaneous........ eye hee 10. 
436.0 422.7 13.3 


Post office revenue 
Gross post office receipts are $272 million but authorized disbursements 
rom revenue for salaries and rent allowances, other allowances and commissions 
it semi-staff and revenue offices, commissions at sub-offices, transit charges on 
Janadian mail forwarded through and delivered in foreign countries, etc. in the 
98270—11 
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amount of $37 million, brings net revenue to $235 million. In the previous fap 
year gross revenue was $264 million, authorized disbursements were $33 million 
and net revenue was $231 million. 


TABLE 7 
(in millions of dollars) 


Fiscal year ending March 31 


Post Orrick REVENUE ante gece 
(ecthuanted) 1965 decrease (—) 
Postage— 
ENG ana atest Meee ee ee tre eer eee cyratharig = mame eater 254.8 246.6 8.2 
HOM TOLeiemMaCOUNULrICS | > cepa uuet oe mie ees ais as ein 4.0 4.3 —0.3 
Gomimussionion money ordersteas s.r lero 9.2 9.0 0.2 
ental OLMOStOLUCELDOKES. iis. cutaae phere cee bitackin tans 2.4 Ded, 0.2 
Other eee a renee ca ais: cya ieee eco io een 1.6 1G 
272.0 263.7 8.3 
Less— 
Salaries and allowances at semi-staff and revenue offices. —32.5 —28.8 —3.7 
Transit charges on foreign correspondence............... —1.3 —1.3 
CO aVey Oconee Re 5) AP ERIM rt Lert teats chat sahiaA 4 —3.2 —3.2 
— 87.0 — 33.3 —3.7 
235.0 230.4 4.6 


Net costs of operating the Post Office Department during 1965-66 (exclud- 
ing the $37 million charged to revenue) of $239 million exceeds net revenue by 
$4 million. However, in making this comparison, it should be noted that the 
total shown for post Office revenue does not reflect any payment for the franking 
privilege covering parliamentary and departmental mail or for certain miscel- 
laneous services provided for other government departments and agencies, nor 
does the total shown for operating expenses reflect any charges for premises 
occupied by the Post Office Department or for accounting and miscellaneous 
services provided by other departments. 


Refunds of previous years’ expenditure 

Refunds in 1965-66 of expenditures made in prior years are $16 million, a 
decrease of $5 million from the comparable total for 1964-65. 

The Department of National Defence received $7 million of which $4 
million was due to contract re-negotiations and the Department of Veterans 
Affairs received $3 million in refunds of veterans pensions, allowances and re- 
establishment credits. 


Services and service fees 

Revenue at $64 million during 1965-66 is $3 million more than in the pre- 
vious fiscal year. 

The Department of Transport received $20 million including aircraft land- 
ing fees of $11 million, marine steamers earnings of $3 million, harbour dues and 
wharfage of $2 million and air-ground radio service fees of $1 million; the Royal 
Canadian Mounted Police received $16 million for police services mainly to 
provinces and municipalities; the Department of Agriculture received $9 million 
of which $6 million is for services in connection with the inspection, weighing, 
storage and elevation of grain and $2 million for race track supervision; the 
Department of Finance received $5 million derived from the issuance of coin sets 
by the Royal Canadian Mint; the Department of National Health and Welfare 
received $5 million including a $3 million reimbursement by the provinces for 
treatment of Indians in federal government hospitals; and the Department of 
Trade and Commerce received $3 million, mainly from weights and measures 
and electricity and gas inspection fees. 
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Proceeds from sales 

Receipts of $25 million from this source are $1 million more than the total 
for 1964-65. 

The Department of Defence Production received $10 million mainly from 
the sale of surplus Crown assets and Central Mortgage and Housing Corporation 
received $5 million from the sales of properties. 


Privileges, licences and permits 

Revenue from this category totals $39 million for 1965-66, $8 million more 
than receipts of $31 million in 1964-65. 

The Department of Transport received $15 million mainly from rentals, 
concessions and radio licence fees; the Department of Northern Affairs and 
National Resources received $10 million of which $6 million was in respect of 
oil and gas and $1 million from transient motor vehicle licences; and the Depart- 
ment of Public Works received $4 million for rental of public buildings and sites. 


Bullion and coinage 

Revenue of $12 million derived from the operations of the Royal Canadian 
Mint consists mainly of a net gain on coinage. Small amounts are also obtained 
from gold refining charges, handling charges and gain on gold refining. In 1964-65 
revenue from this source was $12 million. In addition $5 million has been received 
from the issuance of coin sets and reported under services and service fees. 


Other non-tax revenue 
Other non-tax revenue in the amount of $14 million is $2 million more than 
in 1964-65. 
EXPENDITURE 
Budgetary expenditure is estimated at $7,707 million for 1965-66, $489 
million or 7 per cent higher than in 1964-65. 


BUDGETARY EXPENDITURE, CLASSIFIED BY FUNCTION 
Fiscal Years Ended March 31 
Billions of Dollars 


Cin Peis odd elites. onan ee 8 
ALL OTHER EXPENDITURE ‘7 
ewe eae VETERANS AFFAIRS 
SOI is RESOURCES AND DEVELOPMENT (3 
P MSN US OG) a ee PAYMENTS TO PROVINCIAL 
DI SS AND MUNICIPAL GOVERNMENTS ! 
KSA SOK ri 
ees ‘ 36 OX x SPORTATION 
I SSE an ‘Ss Lod AnD: COMMUNICATIONS 
‘ LLY \ 
ee ee . Mv aa 
- << NN MN PUBLIC DEBT CHARGES 
SS 
yy Gy HEALTH, WELFARE AND 
4 SOCIAL SECURITY 2 
Yi; 2 
Lo 


DEFENCE 


OK hes 

- Se 
* 

1962 1963 196 1965 1966* 1966 


i inci ici ts for specified purposes. 
1. Does not include those payments made to provincial and municipal governmen ; : ia ‘ 
2. Does not include pension payments out of the old age security fund not charged to budgetary expenditute in the year in which they were paid, 


* Estimated 
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TABLE 8 


SrareMENT oF BuDGETARY EXPENDITURE BY DEPARTMENTS AND Masor CLASSIFICATIONS 


(in millions of dollars) 


Fiscal year ending March 31 


Increase or 
decrease (—) 


(estimated) fe 
Amount | Per cent | Amount | Per cent | Amount | Per cent 

Defence expenditure— 

National Defence sii:¢i).5..¢t6 92 ic tse 1,536.7 20.0 | 1,537.8 2A8 —1.1 —0.1 

Defence Production™....... ; 14.6 0.2 19.7 0.3 —5.1 —25.9 

Emergency Measures Organization. . 8.4 0.1 LOU 0.1 Ong 9.1 

INGuStiy SO. pee. sada eee ee kecs 25.0 0.3 20.5 0.3 4.5 22.0 

1,584.7 DORGAIE Ue 58he 22.0 —1.0 —0.1 

Non-defence expenditure— 

AQTICULLULG TM Sue NGia cc un os Cente ckotes 197.6 Pht} 165.7 28 3le9 19.2 

Atlantic Development Board......... 22.9 0.3 4.3 0.1 18.6 432.6 

INCOUOKG INARA - os pc no eno vedr Bobee 53.6 0.7 46.6 0.6 7.0 15.0 

Canadian Broadcasting Corporation... 99.4 ies 88.0 ibae MA 13.0 

Central Mortgage and Housing Cor- 

POLAtION Gs Geen sce ae eames RR oA 19.4 O23) 15.0 0.2 4.4 29.3 
Citizenship and Immigration......... 203.7 2.6 179.7 250) 24.0 13.4 
Xbernal AUiAlns.s-cnei ta adie. eae Woes 2.0 WBIGe 1.8 2225 ifs 
Finance— 

Public debt charges................ 1,085.0 14°15) 1,003 14.5 33.7 3.2 

Fiscal, subsidy and other payments 

CO PLOVANCESE ete at eis aoe 473.3 6.1 358.4 5 114.9 32.0 

Government’s contribution to the 

public service superannuation ac- 
COUNT Aor ee eee ea 58.0 0.7 55.6 0.8 2.4 4.3 

OGRE Te yet ino hips Ase tar br eee ee: DBT 2.8 157.4 DY 56.3 35.8 

1,830.0 23.7 NGL 22.6 207.8 12.8 
ISH ERIES!. | AM fie Bich ete Pee RE 35.4 0.5 25.6 0.3 9.8 38.3 
IHIOLESUIV eee See Oe ae oo ne 59.2 0.8 49.8 0.7 9.4 18.9 
JUSTICE Ree Re Tk tem oe Cre ok per eee pues re are 11.8 0.2 10.9 0.1 0.9 8.3 
WalbOur, cesses 6 ocak BRR eae 24.4 0.3 24.3 0.4 0.1 4.1 
Unemployment Insurance Act ad- 
ministration and government’s 
CONUEIDUTION: + «eee aaron 98.6 1.3 95.2 1.3 3.4 3.6 
123.0 1.6 119.6 Ib 8.6 2.9 
Werislation verte ici ate ches ee 14.9 0.2 14.2 0.2 0.7 4.9 
Mines and Technical Surveys......... 108.6 1.4 94.2 hs} 14.4 15.3 
National Capital Commission........ 18.6 0.2 10.4 Opal fine 78.8 
National Health and Welfare— 
Fannil'y allowanceshnmwe siacwnic gc 552.0 Uo? 545.8 (AE 6.2 Atal 
Government’s contributions under 
the Hospital Insurance and Diag- 
NOSstic SErviceseAChe ee ae ou oe 314.0 4.1 433.9 6.0 —119.9 —27 

Othetaccck cater sence oe ee 312.4 4.0 321.4 4.4 —9.0 —2 

1,178.4 1623 TOO bet 18.0 —122.7 —9 
National Research Council, including 

the Medical Research Council = 74.1 1.0 56.6 0.8 ine 30 
National Revenue vecsedo 1.) eer 95.2 i 86.9 eo} 833 9 
Northern Affairs and National Re- 

SOULCES\. scoters sap eater eee eee (leet, 0.9 62.6 0.9 9.1 14 

Indian affairs branch............... 81.5 ileal 64.8 0.9 16.7 24. 

{ 153.2 2.0 127.4 1.8 25.8 20 
Post Omice. <5)... ee eee a eee 239.2 Sal 210.5 2.9 28.7 13. 
Public Works. . hae 259.4 3.4 224.0 seal 35.4 15: 
Royal Canadian Mounted Police...... 82.0 Lat 76.2 ileal 5.8 ife 
Secretary of State: ena ene on eee 25.8 0.3 21.9 0.3 3.9 Whe 
Office of the Solicitor General........ BYE 583 ORZ 39.0 0.5 18.3 46. 
rade and Gommercenas 275 eee 46.8 0.6 54.7 0.8 —7.9 —14. 
IWYANSPOLGS 8 0. cee eae eee ee 523.8 6.8 466.4 6.5 57.4 1s 
WeteranstAtiairs. 225.5. ass aeeioe 370.0 4.8 SOleG 4.9 18.4 5. 
‘All Other Departments............... 65.3 0.8 38.5 0.5 26.8 69. 
6,122.3 79.4 | 5,632.6 78.0 489.7 8. 

Total budgetary expenditure....} 7,707.0 100.0 | 7,218.3 100.0 488.7 6. 


© Does not include non-defence expenditure which is included in ‘‘All Other Departments’’. 
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PRINCIPAL CLASSES OF BUDGETARY EXPENDITURE 
Fiscal Years Ended March 31 


DEFENCE ____ Millions of Dollars soe PUBLIGIDEBTACHARGES 
1000 — 
2000 —! 2000 
Ohare 
;—- HEALTH, WELFARE AND SOCIAL SecuRITY) ____ 
1000 — —!1000 | | 
2000 —|2000 
0 0 | 4 
1000 — — 1000 
| : 
XS I 
ono VETERANS AFFAIRS —= 1999 0 ore I Soca ae ahs 0 
| PAYMENTS TO PROVINCIAL AND MUNICIPAL 
| pee! GOVERNMENTS 2 bs ae 
0 SEL tees ed) (0) RS Soe 
1962 64 63 65 
* Estimated 


1. The unshaded creas of the columns in the chart for health, welfare and social security represent pension payments out of old age security fund not charged to budgetary 
expenditure in the year in which they were paid, 
2. Does not include those payments made to provincial and municipal governments for specific purposes. 


DEFENCE EXPENDITURE 


Expenditures of the Department of National Defence and the Emergency 
Measures Organization and defence expenditures of the Department of Defence 
Production and the Department of Industry are again the largest category of 
government expenditure. The total of $1,585 million for 1965-66 is 21 per cent 
of the aggregate budgetary expenditure of the government for the year and is 
$1 million less than the total of $1,586 million for 1964-65 when it was 22 per 
cent of total expenditure. 


National Defence 
Expenditures of the Department of National Defence are $1,537 million 
compared with $1,538 million in 1964-65, a decrease of $1 million. 
Expenditures for air services are $620 million compared with $656 million 
in the previous fiscal year, for army services $460 million compared with $434 
Iillion, for naval services $266 million compared with $272 million and for inspec- 
tion services $7 million, approximately the same as in the previous year. 


The government’s contribution to the Canadian forces superannuation 
account, of an amount equal to 17 times the contributions of permanent services 
personnel, is $59 million, the same as in the previous year. A further amount of 
$17 million, equal to one fifth of the actuarial deficiency arising out of pay 
increases, has been charged to budgetary expenditure in 1965-66. 


Defence research and development costs are $73 million compared with $55 
million in 1964—65, an increase of $18 million. 
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TABLE 9 


(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
Drrence EXPENDITURE asin or 
1965 decrease (—) 
(estimated) 
Department of National Defence— 
IN AVE ISETWACES Suny Arete Cerna eerie maar OL een ann Sodan 266.3 22.5 —6.2 
SANT Rae AESLEY Ig (Glos tka tid sh Dae ORR ig TOGA oth Oren REM ocr o 459.6 433.6 26.0 
JH RISC) aT CET Isios aoa Roce, Gee he he PE ENEMAS, ey mae Ok 620.2 656.0 —35.8 
ANSPECULON ‘SER VACES Ice Me MR otal mies Ce ease ee 533 1 0.2 
1,853.4 1,369.2 —15.8 
Canadian forces superannuation account— 
Government SicOltniDULODUNIEME seen ae eee 58.8 58.8 
Amortization of deferred charges................... 16.8 13.4 3.4 
Defence research and development...................0.. 73.0 54.5 18.5 
Mutual aid to NATO countries including contributions 
towardsunilitary costson NATO... 1..........4.:.. 18.6 QD —8.9 
Defence Construction (1951) Limited.................... ail DD, —0.1 
Administranonancdieeneraler a.) eee ener cae 14.0 1292 1.8 
T5386 GRY is) —1.1 
Department of Industry 09— 
Mechnologicalicapability seen se erie ee ace 25.0 20.5 4.5 
Department of Defence Production\)— 
@anadianvAnsenals inmuted avon s.- on acca eearn eee 1.8 4.6 —2.8 
Production capacity and capital assistance.............. 2.4 0.7 dai 
Waiministrabion and generalise tae eee eee 10.4 14.4 —4.0 
14.6 Let — Died 
Emergency Measures Organization..............+.eceereeees 8.4 Cede 0.7 
1,584.7 I OSO 4 —1.0 


See also under ‘‘All Other Departments”’ at the end of this section. 


Mutual aid to NATO countries including contributions towards military 
costs of NATO at $19 million are $9 million less than the total of $28 million in 
1964-65. 


Emergency Measures Organization 


Expenditures of the Emergency Measures Organization amount to $8 million, 
$1 million more than in the previous fiscal year. 


Defence Production 


Defence expenditures of the Department of Defence Production including 


those for Canadian Arsenals Limited total $15 million compared with $20 million 
in 1964-65. 


Industry 


Defence expenditures of the Department of Industry are $25 million, an 
Increase of $5 million over the previous year. The increase is due to higher outlays 
in connection with the government program instituted in 1959-60 of supporting 


selected defence development programs in order to sustain technological capa- 
bility in Canada’s industry. 
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Cash outlays for defence 


In addition to these budgetary expenditures for defence, there are other 
cash outlays which must be considered in arriving at the cost of Canada’s 
defence program. 


TABLE 10 
(in millions of dollars) 


Hsia year ending 
h 31 
CasuH OutTLAys ror Durence ae Sees: 
decrease (—) 
(estimated) 1965 : 
Budgetary expenditures— 
Department of National Defence....................... 53 Oa 1,537.8 —1.1 
Department of Defence Production®................... 14.6 19.7 —5.1 
Emergency Measures Organization...................... 8.4 Unt Onn 
Wepantbmentior industry We. esa) .cek eke eae ao. 25.0 20.5 4.5 
1,584.7 1,585.7 ie 
Disbursements for— : : 
Defence production revolving fund (net)................ —3.4 2.4 —5.8 
Replacement of materiel account—sec. 11, National 
Defences Act Met). 01- sean oe vs ec onen —0.1 0.4 —0.5 
—8.5 2.8 Gro 
Net cash outlay for defence..................... 1580.2 1,588.5 —7.3 


See also under ‘‘All Other Departments’’ at the end of this section. 


Section 11 of the National Defence Act provides that materiel, not immedi- 
ately required for the use of the Canadian defence forces or the Defence Research 
Board, may be sold to such countries and upon such terms as the Governor 
in Council may determine. The proceeds of such sales are credited to a special 
account to be used for the procurement of materiel. In 1965-66 credits to, and 
cash outlays from, the account are each $1 million. The balance in the account 
at March 31, 1966 is $1 million, approximately the same as at the previous 
fiscal year-end. 

The Department of Defence Production also makes cash disbursements for 
the procurement of materials for use in the manufacture of defence equipment 
which are not recorded as budgetary expenditures. For purposes of accounting 
and control, these amounts are charged to the defence production revolving fund 
and are treated as assets on the books of the government until they are charged 
to the Department of National Defence or sold to defence contractors for use in 
the manufacture of defence equipment. During 1965-66 proceeds from sales 
of $49 million exceeded purchases of $46 million, resulting in a balance in the 
account as at March 31, 1966 of $27 million. 


NON-DEFENCE EXPENDITURE 


Agriculture 

Expenditures of the Department of Agriculture amount to $198 million, 
an increase of $32 million over the total for 1964-65. 

Outlays for production and marketing are $61 million, an increase of $33 


million over 1964-65 expenditures. The increase is due mainly to payments of 
$21 million to eligible producers for manufacturing milk and cream delivered to 
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plants during the 1964-65 production year in accordance with terms and con- 
ditions prescribed by the Governor in Council (for which there was no com- 
parable amount in 1964-65) and an increase of $11 million in respect of plant 
and plant products due mainly to payments to compensate certain agricultural 
producers for crop losses incurred in the 1964 and 1965 crop years. 


The operating loss of the agricultural stabilization board is $41 million 
compared with $57 million in the previous fiscal year, a decrease of $16 million. 

Expenditures for land rehabilitation, irrigation and water storage projects 
total $32 million, an increase of $6 million over the total of $26 million for 
1964-65. 

Research expenditures are $33 million compared with $29 million in the 
previous fiscal year. 


TABLE 11 
(in millions of dollars) 
Fiscal year ending 
March 31 Increase 
AGRICULTURE — 3! or 
6 ecrease (— 
(estimated) 1965 

Production and marketing— 
sniabanyey iemaxe Leyovunavenl )cieoVo MCU, noun a Ge de usr acoccu once 19.1 iW are 1.4 
Grants, contributions and subsidies to milk producers... 210 21.0 
Plantiand: plantspraductsae sate. ee melee aie een 18.8 Lhe 11.1 
Administra tionrancd eneralueet: ann net eae 2.4 2.6 —0.2 
61.3 28.0 383.38 
Agricultural stabilization board—net operating loss.......... 40.7 Ove —16.4 
Land rehabilitation, irrigation and water storage projects. .. See 26.4 5.9 
Research’ nrc. Cote sad: ae ok Teas dba boa O2eD 28.8 Sal) 
Healthxotanimels:,.639 ty eneit ali ore yee eee 15.4 13.5 1.9 
Farm Credit Corporation—net operating loss................ 2) 0.5 0.7 
Boancdiol oramicommosstonens se ee eee ne 7.4 6.6 yikes 
Agricultural products board—net Operating loss: eee iheg? OF3 1.4 
Administrationsand generalyss. a: yak eee an one Oa 4.5 0.6 
197.6 165.7 31.9 


Atlantic Development Board 


Expenditures in respect of the Atlantic Development Board total $23 
million compared with $4 million in 1964-65. Progress payments are made from 
time to time on projects which have been approved by the Board. 


TABLE 12 
(in millions of dollars) 


Fiscal year ending 


Attantic DrvrLrorpMent Boarp cra a Tees 
Gotunted) ig a a 
Payments to the Atlantic Development Board.............. 20.0 3.6 16.4 
Federal share of the cost of a trunk highway program....... 2.0 2.0 
Administration and operation............................... 0.9 0.7 0.2 


22.9 4.3 18.6 
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Atomic Energy 


_ Expenditures by the government in respect of Atomic Energy of Canada 
Limited and the Atomic Energy Control Board are $54 million compared with 
$47 million in 1964-65. 

Atomic Energy of Canada Limited received $52 million in respect of its 
research program, of which $40 million is for operation and maintenance and 
$12 million for construction or acquisition of buildings, works, land and equip- 
ment. In 1964-65 the company received $45 million of which $35 million was 
for operation and maintenance and $10 million for construction or acquisition. 

The Atomic Energy Control Board received $2 million ($1 million in 1964— 
65) mainly for grants for researches and investigations. 


TABLE 13 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
Atomic ENERGY or 
1966 decrease (—) 
(estimated) 1965 
Atomic Energy of Canada Limited— 
Research program— 
Current operation and maintenance................. 89.5 34.9 4.6 
Construction or acquisition of buildings, works, land 
AICS QUID MSH tee salen. CANE Pete eee: oe eee 123 10.3 2.0 
61.8 45.2 6.6 
Atomic Energy Control Board— 
Grants for researches and investigations with respect to 
SN OHOTCHODCERIV Ay Himes 23 Pee hecho lene ois prota tn cata 1.6 1.2 0.4 
PACMAN SUT ATION ES Rent ces ats. nce 0.2 0.2 
1.8 1.4 0.4 
53.6 46.6 vi) 


Canadian Broadcasting Corporation 

Payments of $99 million by the government to the Canadian Broadcasting 
Corporation and charged to budgetary expenditures are $11 million more than 
the total of $88 million in 1964-65. 

Grants for net operating requirements in respect of the national broadcasting 
service are $97 million, $11 million more than in 1964-65. There are no grants 
for capital requirements charged to budgetary expenditure in 1965-66. 

In addition loans to the corporation for capital expenditure amount to $14 


million in 1965-66. 
TABLE 14 


(in millions of dollars) 


Fiscal year ending 


March 81 Increase 
NG CORPORATION or 
CANADIAN BROADCASTING CORPORA a bee neteinian 
(estimated) 
Grants in respect of the national broadcasting service— 
INetoneralbine, req Wiremments,.- sy seeps meted mie ed eke & 97.0 85.9 Uae 
Internationalfbroad casting Services. ache dzece des eee eee ee 2.4 2.1 0.3 
99.4 88.0 11.4 
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Central Mortgage and Housing Corporation 


Budgetary expenditures of the government in respect of Central Mortgage 
and Housing Corporation at $19 million are $4 million more than the total of 
$15 million in 1964-65. 


Loans in the amount of $10 million, originally made to municipalities and 
municipal sewerage corporations, were forgiven by Central Mortgage and Housing 
Corporation pursuant to section 36G of the National Housing Act and written 
off to budgetary expenditure. 


Contributions of $5 million to provinces or municipalities for urban renewal 
are approximately the same as in 1964-65. 


TABLE 15 


(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
CrnTRAL MortGAaGcEe anp Hovsina Corporation Sonne or 
1965 decrease (—) 
(estimated) 

Loans forgiven by the corporation................0..ec0ee0ee 10.3 7.0 Dao 

Contributions to provinces or municipalities for urban renewal 4.9 4.8 0.1 
Losses sustained— 

Federal-provineial projects.........0::22..+ceeeceeeeeee. 2A0 Ts 0.5 

Salelofsmorogagesis a5 ee eae en sa Ne heer 0.7 0.4 0.3 

Doe 1.9 0.8 

Housing research and community planning.................. 16 Hee} 0.2 

19.4 15.0 4.4 


Citizenship and Immi¢gration 


Expenditures of the Department of Citizenship and Immigration are $204 
million in 1965-66 compared with $180 million in the previous year. 


Expenditures of the Indian affairs branch, which in previous years were 
included in the expenditures of the Department of Citizenship and Immigration, 
are now included in expenditures of the Department of Northern Affairs and 
National Resources and expenditures in respect of the national employment 
service, civilian rehabilitation branch, technical and vocational training branch, 
manpower consultative service and such parts of branches as relate to manpower, 
which in previous years were included in expenditures of the Department of 
Labour, are now included in expenditures of the Department of Citizenship and 
Immigration. 


Payments of $119 million to provinces under the Technical and Vocational 
Training Assistance Act, from which the Province of Quebec has opted out in 
part, are $22 million more than the 1964-65 total, payments of $40 million 
under the municipal winter works incentive program to provinces and in respect 
of Indian bands are $2 million less, outlays of $23 million in respect of the national 
employment service are $2 million more and immigration expenditures of $15 
million are $3 million higher. 
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TABLE 16 
(in millions of dollars) 


ee year ending 
March 31 
CitizpNsHIP AND IMMIGRATION ae = ia as 
1966 decrease (—) 
(estimated) 1965 
Technical and Vocational Training Assistance Act— 
Eavanerts co proyincess. 0", 2? BT a Ekle 119.0 97.3 21.7 
Acimumistrationtandigenerallen. 10s ies ee a ee) 0.6 0.6 
120.2 97.9 22.8 
Payments to provinces under the municipal winter works 
; MAGENULV ES PLOSLAM. Seka. tke dk, Be Re 40.4 42.8 —2.4 
National employment service— 
FACUMITISULATION Mes eee te Ak ee eo Dilee ipa 
Neinpowermmno bility wey ep sears ie Oo meiaa ieee daly e 0.5 0.5 
: ‘ 22.8 212 1.6 
PIAMONSEADIONGE Gsiieas Sac ciesce cack ee ARI lie 15.0 1272 2.8 
zig ee ar eee il ice se tne denis eicinerercsen nap empsorerst Dell 1.8 ORS 
Acininistra tion andeceneral seamen ys te a. ae 3.8 —0.6 
208an 179.7 24.0 


External Affairs 
Expenditures of the Department of External Affairs are $154 million for 
1965-66, $23 million more than the total for the previous year. 


TABLE 17 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
EXTERNAL AFFAIRS or 
1966 1965 decrease (—) 
(estimated) 
External aid office— 
Economic, technical, education and other assistance— 
International too sald procrame sneer eee eee 34.3 20.6 13.7 
International development assistance................ 48.5 48.5 
Contribution to the Indus Basin development fund.. ee 6.4 —4.7 
Ot herman ricerir he tr cance cece tr eer eT tice: 0.1 Beak —5.0 
PN CUTMMIS ERA DION Me TAR. vale wn tacit sie eee tte PR ote nin, ee staal 0.8 0.3 
85.7 81.4 4.8 
PreDiSsenos On AUTOR occ Saye e wren Tes Pe Ath wept a Sees eee 19.6 17.0 2.6 
Contributions to international multilateral economic and 
BDECIAleal CE DLOSTAI Stake. eae iat ec e eeae ee 18.1 9.8 8.3 
Assessments for membership in the international (including 
commonwealth) organizations........ Ra Hedeeres att eee 10.3 9.0 1.3 
‘Other payments to international organizations and programs. 5.4 133 4.1 
Administration and generals & .es.c Coke Stee Re ere ne eee a 14.6 122% 1.9 
{i5ond 131.2 225 


Outlays of $86 million by the external aid office are $4 million more than in 
1964-65. There is a decrease of $5 million in contributions to the Indus Basin 
development fund and an increase of $14 million for the international food aid 
program. 
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Costs of representation abroad at $20 million are $3 million higher than in 
1964-65, contributions to international multilateral economic and special aid 
programs at $18 million are $8 million higher, assessments for membership in 
the international (including commonwealth) organizations at $10 million are 
$1 million higher and other payments to international organizations and programs 
at $5 million are $4 million higher. 


Finance 


Expenditures of the Department of Finance are $1,830 million for 1965-66, 
$207 million more than the previous year’s total due mainly to increases of $115 
million in payments to provinces, $34 million in public debt charges and $27 
million in respect of forgiveness of indebtedness under the Municipal Develop- 
ment and Loan Act. 


TABLE 18 


(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
FINANCE i or = 
66 ecrease: (— 
(estimated) 1965 
RuUbLIC deb f/Chanzes aw. -u teers rien ee eee ee 1,085.0 1,051.53 Brae it 
Fiscal, subsidy and other payments to provinces............ 473.3 858.4 114.9 
Public service superannuation account— 
Governmentis contributions hn eee 58.0 55.6 2.4 
Amortization of deferred charges....................... 25.6 10.0 15.6 
83.6 65.6 18.0 
Canadian Wheat Board— 
Carrying costs of temporary wheat reserves............. Sino) 34.0 3.5 
Prairie Grain Advance Payments Act................... 0.5 0.6 —0.1 
38.0 34.6 8.4 
Grants to municipalities in lieu of taxes on federal property. . 36.9 35.7 1.2 
Forgiveness of indebtedness—municipal development and 

Gen Oar Wace ras ence ek tenor ame RT ano Ue eel 30.0 2.6 27.4 
Grants to universities— 

Payments to the Canadian Universities Foundation..... 27.8 27.8 0.5 
Office of the Comptroller of the ACASUIV aes bhi cis ee we 25.0 24.9 Ol 
Government’s share of surgical-medical insurance premiums. OG 9.3 0.4 
Government’s contribution as an employer to the unem- 

ploymentaimsurance fundus.) manne a oe oa 0.9 0.2 
Administration and, general...) ..@.6:0....2h.....00 19.6 i pah (hess) 
1,830.0 15622..7 207.3 


Public debt charges 


Public debt charges are again the third largest item of budgetary expenditure, 
eee only by those for defence and those for health, welfare and social secur- 
ity. 

Public debt charges consist of interest on the public debt, the annual amor- 
tization of bond discounts and commissions, the cost of issuing new loans and 
other costs incurred in servicing the public debt. These charges are $1,085 million 
for 1965-66 or 14 per cent of all budgetary expenditure compared with $1,051 
million or 14 per cent for 1964-65. 

Interest on public debt amounts to $1,052 million of which $823 million is in 
respect of unmatured debt and $229 million in respect of other liabilities. In 
1964-65 total interest was $1,012 million of which $803 million was for unmatured 
debt and $209 million for other liabilities. 
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; The increase of $20 million in interest on unmatured debt reflects higher 
interest rates and an increase in unmatured debt. The increase in interest on 
other liabilities is due mainly to increases of $7 million in respect of the public 
service superannuation account and $11 million in respect of the Canadian forces 
superannuation account. 

Other public debt charges at $33 million are $6 million less than in 1964-65 
attributable to lower expenditures in respect of annual amortization of bond 
discounts and commissions. 


TABLE 19 
es (in millions of dollars) 
Fiscal year ending 
March 31 
INTEREST AND OTHER Pusuic Dest CHarcns Tee 
1966 decrease (— 
(estimated) 1965 =) 
Interest on public debt— 
Unmatured debt including treasury bills— 
YEO KSB ET Cs i en rr 806.8 786.2 20.6 
i avyalme IOPNOW VOUT ......../..cniccg.. han 16.3 16.4 —0.1 
823.1 802.6 3 
Other liabilities— ass 
Annuity, insurance and pension accounts............. PPA 206.3 19.4 
Deposit and trust accounts.:................. Ser 3.2 
228.9 209.5 19.4 
Total interest on public debt................... 1,052.0 1,012.1 39.9 
Other public debt charges— 
Annual amortization of bond discounts and commissions. 3002 36.4 —6.2 
Costotiasume nou: loansieee eed a ey) ha Ihe cn we 1.8 1.8 
SEGVICINoVOl pul lichdeln br earees sete eee te reer ee es 120 1.0 
33.0 89.2 672. 
1,085.0 1,051.3 ST 


When considering the magnitude of these public debt charges and the burden 
they place upon the public treasury, it must be borne in mind that a substantial 
portion of the debt is attributable to, or is invested in, productive or earning 
assets. Therefore, in calculating the net burden of the government’s annual 
interest charges, the income derived from loans, investments and other productive 
assets must be taken into account. For 1965-66 this income totals $436 million 
as shown in the non-tax revenue section under the heading “return on invest- 
ments’’. This amount deducted from the gross total of $1,052 million for interest 
as shown in the table leaves a net amount of $616 million compared with a net of 
$589 million in 1964-65. Measured as a percentage of the net debt the burden of 
the net annual interest charges is 3.96 per cent in 1965-66 compared with 3.80 
per cent in 1964-65. 

TABLE 20 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
Net BurpEN or ANNUAL INTEREST CHARGES or 
6 1965 decrease (—) 
(estimated) 
GH AMMANTOLCSt OMSPUD IC MODt... 08 «cere ae co cape Menke Germere ts. sun, a1%' 1052.0 101 2— 39.9 
BESS OLuri OD: INVESUINEMUS y4 «Atel a Mien cs « Atte as «duo Be — 436.0 —422.7 —13.3 
ENEEMULOLeSt COStact ae dc <.doniceee ee aM ote ae ee enon 616.0 589.4 26.6 
Net interest cost as a percentage of net debt................ 3.96 3.80 
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Fiscal, subsidy and other payments to provinces 


Payments to provinces in the amount of $473 million are $115 million higher 
than in 1964-65. 

However, in addition to the above payments, $475 million in provincial 
income taxes collected by the federal government on behalf of the provinces has 
been allocated to the provincial tax collection agreements account under the 
terms of the Federal-Provincial Fiscal Arrangements Act. A more detailed 
explanation of these arrangements is given in the tax revenue section of this Part. 


TABLE 21 
(in millions of dollars) 
Fiscal year ending 
March 31 Increase 
FiscaL, SUBSIDY AND OTHER PAYMENTS TO PROVINCES or 
6 1965 decrease (—) 
(estimated) 
Payments under the Federal-Provincial Fiscal Arrangements 
Act and the Federal-Provincial Fiscal Revision Act 
(youthallowances)"e.cctn hee ne oer Ee ne me Sol .2 321.3 29.9 
Payments under the Established Programs (Interim Arrange- 
IMENTS) Ach: SMe in A ie SERN tie a Cee ee 86.7 86.7 
Statuvoryisubsidiest ens ores ees ee en ae 23.6 23.6 
Transfer of certain public utility tax receipts................ 8.4 9.7 —1.3 
Crown Corporations (Provincial Taxes and Fees) Act....... 3.8 —3.8 
Payments under the Federal-Provincial Tax Sharing Arrange- 
WLODUSPA Chae ers ear Caen ene ee a nick toe ae ee 3.4 3.4 
473.3 358.4 114.9 


© Payments made to the Province of Quebec in respect of opting out agreements. 


A summary of payments, by provinces, during 1965-66 is given in the fol- 


lowing table: 


TABLE 22 
(in millions of dollars) 
Fiscal year ending March 31, 1966 (estimated) 
Payments ah ad 
under the] -,. under 
Fiscat, SUBSIDY Payments ike ei Federal- Haren 3 Federal- 
AND OTHER PAYMENTS under Cee Provincial|?! C&T) py ovincial 
: Interim | Statutory : public 
To PROVINCES fiscal Athos? | aabsidisa Fiscal 4ilit Tax Total 
arrange- ae ®| Revision | @ sack Sharing 
ments Ret Act (youth sin i: so Arrange- 
allow- Sip ments 
ances) Act 

INewioundland saan seer cee 41.6 WE On2 0.3 43.8 
Prince Edward Island........ ORF One 0.1 Q) 10.5 
INOWaNSCObla sana aeons ATao Del 0.8 0.4 50.6 
INew. Brunswicks)...4,.+0. bao: 42.8 Wz Ord 0.3 44.9 
Quebec arsenate en ak La @) 136.1 86.7 4.0 4.9 Cr. DP) 0.1 Cr. 224.0 
OntaniO gate fick eee ete 16.8 4.6 Leah 22-5 
Manitoba -: fet. 8 Mette on or 27.8 oral OF 0.5 30.5 
Saskatchewan).....o......02.0.+ 28.7 BA) QQ) 0.4 OL? 
(NIDETUR Seat e ete ee a Hae 2.9 eal Os 12.0 
BritisheColumpoay.nesee nen ial 0.7 0.9 3.3 
356.1 86.7 23.6 4.9 Cr. 8.4 3.4 473.3 


Less than $50,000. 


‘) The credit of $4.9 million under the Federal-Provincial Fiscal Revision Act (youth allowances) will 


be recovered from this amount. 
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Public service superannuation account 


The government’s contribution to the public service superannuation ac- 
count, In an amount equal to the estimated current and prior service payments of 
individuals in 1964-65, is $58 million in 1965-66. In the previous fiscal year the 
government’s contribution was $56 million. 

__A further amount of $26 million, equal to one fifth of the actuarial deficiency 
eee out of pay increases, has been charged to budgetary expenditure in 


Canadian Wheat Board 
Expenditures of the Canadian Wheat Board which were included under the 
Department of Trade and Commerce in 1964-65 are now included under the 
Department of Finance. 
___ Expenditures during 1965-66 amount to $38 million compared with $35 
million in the previous year and are mainly in respect of carrying costs of tem- 
porary wheat reserves. 


Grants to municipalities 


Payments to municipalities in lieu of taxes on federal property amount to 
$37 million, $1 million more than in 1964-65. 


Forgweness of indebtedness, the municipal development and loan board 

Under the Municipal Development and Loan Act, advances are made to the 
municipal development and loan board to provide financial assistance by way of 
loans to municipalities to augment or accelerate capital works programs. The 
act also provides that the board shall, under certain conditions, forgive payment 
by the municipality of 25 per cent of the principal amount of the loan. During 
1965-66 charges amount to $30 million compared with $3 million in the previous 
year. 


Fisheries 

Expenditures of the Department of Fisheries are $35 million in 1965-66, an 
increase of $10 million over the 1964-65 total, due mainly to outlays in respect 
of fisheries management and development. 


TABLE 23 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
FISHERIES or 
1966 1965 decrease (—) 
(estimated) 
‘Fisheries management and development— 
Conservation and development service.................- 11.3 8.3 3.0 
Grants, contributions and subsidies............-.....-+- 4.0 15, Pati) 
Industrialideveclopment:serviGscm: «seer. ert ociese o o> 3.1 83 ac 
imspeetion' services... .edeae seas aaa ne Si Wa ae 2.6 Deo ; 
Canadian share of the expenses of international com- ae 
TVVISSIONS ceesoecererater stevens: a a eter tas RVR at oe SMEs eh 1.5 1.2 : 
CT eee ee Net ee US cA RA eee Pe as Bete core ea 2.3 2.3 
24.8 16.9 7.9 
Fisheries Research Board of Canada........,.....++.e000005 ‘a - oH 
A CUPDISURATIONSANG! COMECTAL 0 save ctne terres oles ces ea ule eis tyels wae i j ; 
35.4 25.6 9.8 
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Forestry 


Expenditures of the Department of Forestry amount to $59 million compared 
with $50 million in the previous fiscal year. 


The increase is due mainly to higher expenditures in respect of programs 
for rural development under the Agricultural Rehabilitation and Development 
Act and the Maritime Marshland Rehabilitation Act of $16 million compared 
with $10 million in 1964-65. 

Freight assistance and grain storage costs on western feed grains at $21 
million are $2 million higher than in 1964-65, outlays for forestry at $11 million 
are $1 million higher and contributions to provinces for assistance in forest in- 
ventory, reforestation, forest fire protection, forest stand improvement and forest 
access road construction at $8 million are $1 million less. 


TABLE 24 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
ForESTRY : or eS 
6 ecrease (— 
(estimated) 1965 
Freight assistance and grain storage costs on western feed 
TANG. e ee Li eee eae Rae ee Che nN Se 21.0 19.1 1.9 
Rural development— 
Agricultural Rehabilitation and Development Act...... 15.0 9.4 320) 
Maritime Marshland Rehabilitation Act................ 1.0 0.6 0.4 
16.0 10.0 6.0 
Forestry— 
Borestresearcht s+, see raise SILA) Ty AOC peat Salt 6.8 dhe 
Honest products: research Gth).4-5 cine See ee 1.6 EY —0.1 
NCIS TL AG IONS coe ean Sey ae SA oe een en eal 1.2 1.0 0.2 
10.9 9.6 Loe 


Contributions to the provinces— 
Assistance in forest inventory, reforestation, forest fire 


protection and forest stand improvement............ 5.9 Dal One 

Forest access road construction.......................... 2.0 2.8 —0.8 

1 7.9 8.5 —0.6 
Administration and general). 7, 72 “Oye We 3.4 a 0.7 
59.2 49.8 9.4 


Justice 


; Expenditures of the Department of Justice at $12 million, of which $9 million 
is for judges’ salaries, travelling allowances and pensions and $3 million for 
administration, are $1 million more than in 1964-65. 


TABLE 25 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
JUSTICE or 
1966 decrease (—) 
(estimated) 1965 
Legal and other services— 
Judges’ salaries, travelling allowances and pensions...... 9.0 8.7 0.3 
Administration and general............................. 2.8 2:2 0.6 
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Expenditures for correctional services, which previously were shown under 
the Department of Justice, are now shown under the Office of the Solicitor 
General and expenditures for the patent division, copyright and industrial designs 
division and the trade marks office are now shown under Privy Council. 


Labour 


Expenditures of the Department of Labour, including the Unemployment 
Insurance Commission, total $123 million compared with $119 million in 1964-65. 


Expenditures in respect of the national employment service, civilian re- 
habilitation branch, technical and vocational training branch, manpower con- 
sultative service and such parts of branches as relate to manpower, which in 
previous years were shown under the Department of Labour, are now shown 
under the Department of Citizenship and Immigration. 


TABLE 26 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
LaABour or 
6 decrease (—) 
(estimated) 1965 
Unemployment Insurance Commission— 
Administration of the Unemployment Insurance Act.... 33.1 Bol 
Government’s contribution to the unemployment insur- 
ANCE MING Sepa air 24, td Ta be ys Ete. LBV, Be 65.5 62.1 3.4 
98.6 95.2 Oud 
Winter house building program...................:..-....05. 14.4 16.3 —1.9 
Payments under the Government Employees Compensation M v wv 
Se aa ee ibs in GR oc oon eee 9 : : 
cimaimistrationand'generalssaee st elne shes ERE Fee Tal Ses) 1.6 
123.0 119.5 320 


Unemployment Insurance Commission 

Expenditures for the commission amount to $99 million including the govern- 
ment’s contribution of $65 million to the fund. In 1964-65 expenditures were 
$95 million of which $62 million was the government’s contribution to the fund. 

Unemployment benefit payments are not charged to budgetary expenditure 
but are paid from the fund which is financed by equal contributions from 
employees and employers, by interest earned on investments and by the govern- 
ment’s contribution of an amount equal to one fifth of the combined employee- 
employer contributions. Further information about the fund is given under the 
liability category “annuity, insurance and pension accounts”. 


Winter house building program 

Under the winter house building program payments are made, in accordance 
with terms and conditions approved by the Governor in Council, of $500 per 
dwelling unit substantially built during the periods November 15, 1964 to March 
31, 1965 and November 15, 1965 to April 15, 1966. In 1965-66 payments amount 
to $14 million compared with $16 million in the previous fiscal year. 


Legislation 
Costs of Legislation are $15 million compared with $14 million in 1964-65. 
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TABLE 27 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
LEGISLATION or 
en 1965 Hecreeray 
Houserok Commons ght. te. cc rere me steel eae iD bed sbi 0.6 
TNC SCUOtE man EM Cretan cis eter Rieter ee tee 2.7 2.7 
Dalbraryqotebariiam entaecentes ea eee eer ae ee 0.5 0.4 0.1 
14.9 14.2 0.7 


Mines and Technical Surveys 


Expenditures of the Department of Mines and Technical Surveys are $109 
million compared with $94 million in the previous fiscal year. 


The increase of $14 million was due mainly to $3 million for subventions in 
respect of electric power generated from eastern coal, for which there was no 
comparable expenditure in 1964-65, and to increases of $3 million for marine 
surveys and research and $3 million for research in astronomy and geophysics. 


Expenditures of the water resources branch and the resource development 
branch, but excluding those parts of the said branches concerned with the 
administration of resources on Indian lands, contributions to provinces to assist 
in the development of roads leading to resources and expenditures made under 
the Atlantic Provinces Power Development Act, which previously were shown 
under the Department of Northern Affairs and National Resources, and ex- 
penditures of the National Energy Board, which previously were shown under 
the Department of Trade and Commerce, are now shown under the Depart- 
ment of Mines and Technical Surveys. 


TABLE 28 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
Mines anD TrcHnicaL SuRVEYS or 
196 1965 decrease (—) 
(estimated) 
Se ee eee ee, OG ee ali, 
Dominion coaltboard <) vige tae ence ta ee eee 23.4 O3a2 0.2 
Emergency gold mining assistance.......................... 14.3 Us 7 —1.4 
Water resources! icc. acd 5 iwi eed vl eR ea ie 133, Ff 1261 1.6 
Marine surveys and research................................ 12.2 9.0 3.2 
Field and air surveys, mapping and aeronautical charting. . . 8.3 6.9 1.4 
Geological restirebit a: «aca as 4 eee eet ete oo 7.9 6.9 1.0 
Mining and metallurgical investigations and research........ 7.0 Dell 1.3 
Contributions to provinces to assist in the development of 
roads leading to resources... ....ss<aeissss cast. oceh.sc.. 6.7 6.1 0.6 
Research in astronomy and geophysics...................... a7 2.9 2.8 
Subventions pursuant to the Atlantic Provinces Power 
Development Act in respect of electric power generated 
from. easterm.coa).-\ apsng say Waa Sai meee ee aia Deb 2.5 
Polar contisental’shelf7. i FUN TS, ie a earl cee 12D iba 
Geographical surveys and research................... 0.9 Oni 0.2 
WNationalencrey board ::...4 14st oe eee eee 0.9 0.7 0.2 
Administration and general......................0..0000 00), 3.6 2.8 0.8 
108.6 94.2 14.4 
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National Capital Commission 


Expenditures of the National Capital Commission are $18 million compared 


with $10 million in 1964-65. 


Payments into the national capital fund amount to $12 million, an increase 
of $8 million over the previous year. Outlays for the operation and maintenance 
of parks, parkways, etc. at $5 million are $1 million more and interest charges of 
$2 million are $1 million less than in the previous fiscal year. 


TABLE 29 


(in millions of dollars) 


Nationa CarrraL ComMMIssIon 


Fiscal year ending 


Onperationsand maintenancem eg. sen saise eee eae AIS ae wale 
GELES TEC Mane Cog (Ob) sues Vo tea bone rl te. acti sreoer or ate rte 


Payment to the national capital fund....................... 


March 31 Increase 
1966 d a 
ecrease (—) 
(estimated) 1965 
4.6 3.4 1.2 
1.9 2.5 —0.6 
6.5 6.9 0.6 
iyeal 4.5 GG 
18.6 10.4 8.2 


National Health and Welfare 


Expenditures of the Department of National Health and Welfare at $1,178 
million are $123 million less than the previous year’s total of $1,301 million, due 
mainly to a decrease of $120 million in the government’s contribution under the 
Hospital Insurance and Diagnostic Services Act as a result of the Province of 
Quebec opting out of this program under a federal-provincial agreement. 


TABLE 30 


(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
NationaL HEALTH AND WELFARE or 
1965 decrease (—) 
(estimated) 
Welfare services— 
Hearrinly gall OwAnCOsr es vate cea ma paleo cm eine eterna 552.0 545.8 6.2 
BVOC Hallo wan ClGaacs sacri terse renee sso aevomrrane « 46.5 26.9 19.6 
OlduarerassistanGe.. auch cid tanner sl eeisiasena sass 6 o refer heater 27.0 45.0 —18.0 
Blind persons allowancesie come ser ae ie etatstaies stevens ona 3.6 5.6 —2.0 
Disabled persons adlowancesy ayanan som aoe «cutee kel dkeat< 14.8 23.4 —8.6 
Unemployment assistance. sono. sss i. sciiete aiea in ieee 104.6 107.5 —2.9 
EME SseaT Clea UNA. te USDOL etree eres aeew emer erererer me 2.0 2.0 a 
ami venssishanceac te a cece eee ern een orc Paes) 2a 0.7 
COM Bei Pan 6 aera a et ek eae ee Oar ain Ay Merman Serene ONO GmGreTOe ia0 6.3 0.7 
760.3 764.6 —4.8 
Health services— ; PaO RS i 
Government’s contributions under the Hospital Insur- 
ance and Diagnostic Services Act...............+0+- 314.0 433.9 —119.9 
Grants to provinces— 
Generali healthes: ge. «dayetteine- dee steteekai? spe 32.0 3522 et 
Hospitaliconstructiou. =e cctragsttevetetois oie crag yy esl oes eB on eae 
Opie eee. Sa ge Ee rhe RIES WENA tbat ota ec aes ae 
MEIC a Ser VICES Matte le eee TM att ome attend RorePenys Merete ats 37.0 is a 
Mood.and drug servicesier . G4. smcenare tes. fee a1 eee bas ae ; 
Administration and, general .. csscj erty ct ici s ene s+ eeeyiciae es Die : 
1,178.4 1,301.1 —122.7 
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Welfare services account for $760 million, $4 million less than in 1964-65, 
health services account for $373 million compared with $497 million and medical 
services account for $37 million compared with $32 million in the previous fiscal 
year. 


Family allowances 

Family allowances are payable in respect of all children under sixteen years 
of age, resident in Canada, with minor exceptions such as in the case of children 
of immigrants who must reside in Canada one year before an allowance is payable. 
The monthly allowance is $6 if the child is under 10 years of age and $8 in the 
age group 10 to 15. Children of immigrants receive family assistance at the same 
rates during their first year of residence in Canada. As family assistance in 
1964-65 was paid from a Department of Citizenship and Immigration vote the 
1964-65 figures in the previous table have been adjusted accordingly. 


In 1965-66 payments of $552 million account for 7 per cent of all budgetary 
expenditure compared with $546 million and 8 per cent in 1964-65. The increase 
of $6 million reflects the increase in the number of children in the eligible age 
groups. 


TABLE 31 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
Faminy Attowances Payments or 
1966 1965 decrease (—) 
(estimated) 
Newionidland®,'. 2 ox ets pecan hay eae ees nl Tee 16.5 16.9 —0.4 
INOW ASCO tc LCA Ee cee nt a ein ee MMe NG cy ae 216 21.8 —0.2 
Benes Pdwarduisland. ©)... ..oc00 AN ee eee one one —0.1 
NG Ww. BTUs WICK... AOR...) ga nen ste ene ie (anda 18.9 19.1 —0.2 
QUC DOR SE cyt Rau Rhee ce eee ee coat 90 oe ce 166.1 163.9 Zee 
ADMAIO gen corsa ONG S ea hias ce eee eA eae tA 182.4 179.0 3.4 
Manitoba Sy, Merce Sai 9)ayiac-o¥t shales ans eae 25.9 25.9 
Maskatehewan kag mae. ic.) Awe cota ek, 26.9 26.9 
PADS 5: Beatie tere ts.. trskin aga kee Bee ee Oe ne 42.3 42.0 0.3 
Briere Colum bia apes sc hel. oc ieee meee hs wt 47.0 45.7 ies 
Northwest and Yukon Territories.......................... ae ibe} —0.1 
| 552.0 545.8 6.2 


Youth allowances 


Under the Youth Allowances Act which was given Royal Assent on July 16, 
1964, payments were effective from September 1964. Under provisions of this 
act payments of $10 per month are payable in respect of persons resident in 
Canada, other than those resident in the Province of Quebec, who have attained 
the age of 16 years and have not attained the age of 18 years who are in full time 
attendance at a school or university or are by reason of mental or physical 
infirmity precluded from attending school or university. During 1965-66 pay- 
ments amount to $47 million compared with $27 million in 1964-65. 
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TABLE 32 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
YoutH Attowances Payments or 
1966 decrease (—) 
(estimated) 1965 
PUMSOONC AGG ea ery Cee wn ane eee seri) 0.9 0.6 
Mp vanecotiare yt su Pie. pede tho ot leh saa baton 2.6 1.6 1.0 
BeBe HAL WATOE SANG sa cocina oe ose ie Sieve suv cc hen dees Oas 0.2 0.1 
New Brunswick gasy oats Mate ters ASAE ORES MOT ee EL, Ae Leake 253 1.4 0.9 
Ontario Ran cS ACTS SOC EEE CORT RRS CT oeeS Oe ee Aa, ae, Seam ee 21.8 TET 9.1 
DIO Er Te ee 3.0 1.9 1.4 
GCE UCHe AAU BLES £2) ht) palesh io) eas. chit. dad. whee, 3.4 2.0 1.4 
DORE Ae PRON ce a oot chirge arc Sic waht sph o, qah ent 4.8 2.8 2.0 
Pane Coltcmoraty 15.1. 0 Pill ce cise levee STP By 5.9 Bee 225 
Northwest and Yukon Territories.......................... 0.6 () 0.6 
46.5 26.9 19.6 


Tess than $50,000. 


Old age assistance, disabled persons allowances, blind persons allowances and 
unemployment assistance 


Under the Old Age Assistance Act, the federal government reimburses the 
provinces by paying 50 per cent of the lesser of $75 monthly or the amount of 
assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who are in the age group 65 to 69. (Under the Old Age Security 
Act, all persons who satisfy the residence requirements of the act may receive a 
pension of $75 per month from the federal government out of the old age security 
fund provided that no pension is paid in any month before January 1966 in which 
the person had not attained 70 years of age, the age limit being reduced by one in 
each subsequent year until 1970.) Similarly, the federal government reimburses 
the provinces under the Blind Persons Act for allowances of not more than $75 
per month to blind persons in need 18 years of age or over by paying 75 per cent 
of the total payments, and under the Disabled Persons Act by paying 50 per 


TABLE 33 
(in millions of dollars) 


Fiscal year ending March 31, 1966 (estimated) 


FEDERAL SHARE or OLD Ace ASSISTANCE, D1isaBLED : 
Prrsons ALLOWANCES, BLrinp Persons ALLOWANCES Oldlaze Disabled Blind Unemploy- 


AND UNEMPLOYMENT ASSISTANCE anaiaharien persons persons ment 
‘ allowances | allowances | assistance 


ENE tr LOUI GIANT GM eat at hc oF nected hats a AP Vee 2.0 0.8 0.2 4.6 
PNOM UOC OULACIE Gia Rep tenste Se OR. crc cnceiake mavaer ect ashe oral pigo2 15 0.5 1-5 
INCE uE Cyne LSlaMG ee ich, oe omen iene seh aenane conse: 0.4 0.4 0.1 0.2 
INS o] Bae batons ail eld SMe tae et picce net Oe mes ak (en eS Eo, W333 0.4 a0 
SC Cn ee ec RC Aras Get OME ne the ; 

het er ee a et BENS) eee tee, 10.9 ae, Ro 28.1 
IMPAMAT OD Ase terie ict ee Eka et UR Oe Ene 22, 0.7 0.3 a 
RS AS CO CLIO MTORR eater eos tak teas, Shige. ewer ners eerie a 2.2 0.9 0.2 oe 
RUD CTGA Tees ATTA NECN. crcctttc eka tle sted © Aneee | Rae 2.4 0.9 0.3 12.2 
British ‘Columbia, ........:bless Br ee a 2.4 Ad 0.4 rads 
Nortiuwest and Yukon ‘PerritorieS.:.s.cc a. seen eee. 0.1 2 

21.0) 14.8 30) 104.6 


® Less than $50,000. 
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cent of not more than $75 per month for allowances to disabled persons in need 
18 years of age or over. In 1965-66 payments for old age assistance amount to 
$27 million, for disabled persons allowances $15 million and for blind persons 
allowances $4 million. In 1964-65 payments were $45 million for old age assistance, 
$23 million for disabled persons allowances and $6 million for blind persons al- 
lowances. The decreases are due to the opting out of these programs by the Prov- 
ince of Quebec under federal-provincial agreement. 

Under the Unemployment Assistance Act, the Minister may, with the ap- 
proval of the Governor in Council, enter into an agreement with any province for 
the payment by Canada to the province of contributions not exceeding 50 per 
cent of unemployment assistance costs in the province. Contributions in 1965— 
66 are $105 million compared with $108 million in 1964-65. The decrease is due 
to the opting out of a portion of this program by the Province of Quebec under 
federal-provincial agreement. 

The following table presents a distribution of these payments to provinces 
for 1965-66: 


Government’s contributions under the Hospital Insurance and Diagnostic Services 
Act 

Contributions of $314 million to the provinces under the Hospital Insurance 
and Diagnostic Services Act are $120 million less than the 1964-65 total of $434 
million, due mainly to the Province of Quebec opting out of this program. 


TABLE 34 
(in millions of dollars) 


Fiscal year ending 


GoOVERNMENT’S CONTRIBUTIONS UNDER THE HOSPITAL March 31 Increase 


s ¢ or 
INSURANCE AND DraGnostic Services Act 1966 dy decrease (—) 
(estimated) 

New loin cileir iter ersten. icesr cess eh xe Seed, ad Ae Oz, 9.6 Oe 
INGVGIS COUT HL eens hak) whale we ak ge ety te no ne eee 18.4 15.9 2E5 
princes ciwarcs lslanclep ete eras enn a ener nnn 2.0 Heil —0.1 
ING we BD cus wie Kappy eters ole eect Wl, = te giles aN adie Ulla 11.6 13.8 —2.2 
Ouie DECAL etn Mee Pay ee EP ae ee ee etre 128.2 —128.2 
Ontsniome ih: Scare aan, Camas <4 fe eae eee 159.4 Dole 5 ed 
IMMAMI COD Achebe occge cok Riese toc eeceutete e:  e 20.3 20.9 —0.6 
SASKALCHOWAl\o. 1ty oth icin eet OOM Rey honk DB eS: Zao) —0.2 
UNIIDOLUGIeY 08 ret a, ete ee ne Eo ne he ae aa 32.5 31.4 ileal 
‘Briish Colum pias eee ase eee Bee, ee ee Ee Jee 36.0 36.1 —0.1 
Northwest and Yukon Territories.......................... 0.8 0.9 —0.1 

314.0 433.9 —119.9 


General health grants and hospital construction grants to provinces 


Grants to provinces for general health services total $32 million and for 
hospital construction $20 million compared with $35 million and $22 million 
respectively in 1964-65. The decrease is partially due to the opting out of a 
portion of this program by the Province of Quebec under federal-provincial 
agreement. 
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TABLE 35 
(in millions of dollars) 


Fiscal year ending March 31, 1966 


GENERAL HeattH GRANTS AND Hosprrat ere) 
Construction Grants General Hospital 

health construction Total 

grants grants 
DW OUnO ADM Neste, Me ls RM ot eal 0.6 ere 
"LENE, ISIE] TE nace wr pa a eg ig eee he eae 1.8 0.7 2.0 
Potipce Cyne) Islan .< pee osc WA, os. or ck dewe cee 0.4 (1) 0.4 
BNSMMor UNS WAU lira toe Soh Sar clea circ see a ce epee, 125 0.7 2.2 
BN Ne I aoe 28 lignes cielo Pic wiles oe agaphc be cute mac RM 33583 Sail. 9.0 
OF a MT he ond. od dieisimesdocicie ok Ga eee. 12.0 7.0 19.0 
EADIE DONNA S. PMA Rnd s Mant My sue aces oy os 2.6 1.0 3.6 
Baskahcnewent. a eeth pey eee td: ery ED do 2.5 1.0 54) 
PASSA, signs acho SCORE RUNG ete RAR ete Ee 2.9 2.3 574 
IB riuisha@.o) Una pi aaee nee hn eRe nn een ee s(t 1.0 4.7 
Northwest and Yukon Territories......................6... 0.2 @) 0.2 
32.0 20.0 52.0 


epee een eee BT DE PE MO TO Noe mT Ve Pea Deer et 
(Less than $50,000. 
National Research Council, including the Medical Research Council 
Expenditures of the National Research Council, including the Medical 
Research Council, are $74 million, an increase of $17 million over the previous 
year’s total. 
Outlays of $33 million in respect of scholarships and grants in aid of research 
account for $10 million of the increase and higher outlays of $32 million for ad- 
ministration account for $5 million. 


TABLE 36 
(in millions of dollars) 


Fiscal year ending 


Nationat Resparcu CouNcit, INCLUDING March 31 wnaweeee 
THE MepicaL ReseEARCH CoUNCIL 1966 ae, Aeneas) 
(estimated) 
Scholarships and grants in aid of research................... 33.3 2303 10.0 
Construction or acquisition of buildings, works, land and 

ECP IVE Uncevast weanpel ons ee Cheha niet e ieeteve eibsehaeoendas 5.9 4.5 1.4 
Assistance towards research in industry...................4. 3.4 262, GY 
AG ministravion and: CeNeralece oma ace ciccane ects tetera: SleD 26.6 4.9 
74.1 56.6 17.5 


National Revenue mi 
Expenditures of the Department of National Revenue amount to $95 million, 
an increase of $8 million over the 1964-65 total of $87 million. 
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TABLE 37 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
Nationa REVENUE — or 
1965 decrease (—) 
(estimated) 

Customstand’excisey e: et etrne a ear eee hee eae ee 48.2 44.2 4.0 
(PAR AUTON Ose Be cee oak ie ka te AS lal ak tr dR Ed 46.7 42.4 4.3 
Incomertaxappeall boards), eeeeome ne ween ey eee 0.3 0.3 

9522 86.9 8.3 


Northern Affairs and National Resources 


Expenditures of the Department of Northern Affairs and National Resources, 
including the Indian affairs branch, are $153 million compared with $127 million 
in the previous year. 


Expenditures of the Indian affairs branch, which in previous years were 
included under the Department of Citizenship and Immigration, are now included 
in expenditures of the Department of Northern Affairs and National Resources. 
Expenditures pursuant to the Atlantic Provinces Power Development Act and 
expenditures in respect of water resources and resource development (excluding 
those parts concerned with the administration of resources on Indian lands) 
which in previous years were included under the Department of Northern Affairs 
and National Resources are now included in expenditures of the Department of 
Mines and Technical Surveys. 


TABLE 38 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
NortHeRN AFFAIRS AND Nationat Resources or 
6 1965 decrease (—) 
(estimated) 
Indian affairs— 

TS OMCAUIONE NG tty tokens ee Mare TEA I UN oe 40.7 35.7 5.0 
mocial programs win tne lime h Be 25.0 16.7 8.3 
BUdiAnvaironcios’, «API he. ike. cA > ok pede ear 6.5 iy 
Peouomic developments: frm or eesb ee 4.5 2.4 2.1 
Community employment program..... 1.4 ae —0.3 
Administration and general............................. Dee, 1.8 0.4 
81.5 64.8 16.7 
Norbert adman istration \..3.:kc6. acess arcabe lene, cc acee oe 40.1 35.8 4.3 
NEMHOMAL POR toc Mee, 5k ieee. Us ite cy ai 29.5 251 4.4 
Administration and general.................0....5,..0. 00... Ze ire 0.4 
153.2 127.4 25.8 


Indian affairs expenditures are $82 million, an increase of $17 million over 
the previous year’s total. There are increases of $8 million in respect of social 
programs, $5 million for education, $2 million for economic development and $1 
million for Indian agencies. 


Outlays of $40 million in respect of northern administration are $4 million 
more than in 1964-65 and outlays of $29 million in respect of national parks are 
$4 million more than in the previous fiscal year. 


185 


Post Office 


Costs of the Post Office Department charged to budgetary expenditure at 
$239 million are $29 million more than in 1964-65 due mainly to normal staff 
growth and to salary increases. 


TABLE 39 
(in millions of dollars) 


Fiscal year ending 


March 
rosets (aaa rch 31 ee 
decrease (— 
(estimated) 1965 a 
SSS SS SSE eee ee eee eee 
Charged to budgetary expenditure— 
Operations—salaries and other expenses of staff post 
offices, district offices and railway mail services; and 
supplies and equipment and other items for revenue 
DOsPOUICOSEu a: aticdn, . SAAN Ks, hw. L.A rake ba... 159.5 135.4 24.1 
Transportation—movement of mail by land, air and 
RISD, Sc: JS a Ae ee ene ee a (Pratl 69.1 3.6 
iManclaltsenvicess at hoo oe os oth ks ek ke oy 3.6 3.4 0.2 
Administration.and’ generals.....2% 2c s.s4/0c8e heed. bdaeee. 3.4 2.6 0.8 
289.2 210.65 28.7 
Charged to revenue— 
Operations—salaries of postmasters and staffs at revenue 
and semi-staff offices, commissions paid at sub-offices 
andlouner disbursements aes. .eh dana 37.0 33.3 Sad 
276.2 243.8 32.4 


Costs of operations at $160 million are $24 million more than in the previous 
fiscal year and costs of movement of mail at $73 million are $4 million more. 

Remuneration of postmasters and staffs at revenue and semi-staff offices and 
certain other authorized disbursements are paid from revenue. These payments 
at $37 million ($4 million more than in 1964-65) bring gross post office expendi- 
tures to $276 million in 1965-66. 


Public Works 


Expenditures of the Department of Public Works amount to $259 million, 
$35 million more than in 1964-65. 


Accommodation services 

Expenditures for these services are $109 million, $21 million higher than the 
1964-65 total. 

Maintenance and operation of public buildings and grounds at $72 million 
are $17 million higher and construction or acquisition of buildings, etc. at $35 
million are $5 million higher than in 1964-65. 


Harbours and rivers engineering services 

Expenditures for these services total $36 million, $6 million higher than in 
1964-65 due mainly to an increase in outlays for construction or acquisition, etc. 
of harbour and river works which are $28 million compared with $23 million in 


the previous fiscal year. 
Roads, bridges and other engineering services 


Expenditures for these services total $89 million, $2 million higher than in 
1964-65. Contributions of $80 million to provinces in respect of the trans-Canada 


highway are $4 million higher. 
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TABLE 40 
Gin millions of dollars) 


Fiscal year ending 


March 31 Increase 
Pusuiic WorKs ; or (-) 
ecrease (— 
(estimated) 1965 
Accommodation services— 
Maintenance and operation of public buildings and 
grounds— 
Ottawarancltelll erste en ee wo ons san heh 27.8 202 7.6 
Otherithan Otftawatand Hullee. 2... a. scone. 41.3 Bone 8.1 
Office furniture and furnishings...................... ses 983 0.9 
Acquisition of equipment and furnishings other than 
OUICEMITIIS DINGS aarp emi eeene s ol) meer 1.3 15 —0.2 
Construction, acquisition, major repairs, etc. of public 
buildings— 
Ottawa soe. io Ae ee do Ae ee a Iss 15.1 2.4 
Other than Ottawa tes.eiee seen eee ale nee 17.6 isl 2.5 
108.7 87.4 21.8 
Harbours and rivers engineering services— 
Operation and maintenance. ..0..).........0+e¢s0 sues sun 7.9 7.0 0.9 
Construction or acquisition of equipment................ 0.5 0.7 —0.2 
Construction, acquisition, major repairs, etc. of harbour 
ANG TVET WORKS Gok enn man eles ohana e ee tne Barf ls: 22D 5.0 
TVAGOCK SUD SiGHOse er Me meer Ck, Me Ue en ee 0.2 0.1 0.1 
86.1 30.3 5.8 
Roads, bridges and other engineering services— 
Operation and mamtenance,stenee. fees 5.2 9.0 —3.8 
Construction, acquisition, major repairs and improve- 
ments of, and plans and sites for, roads, bridges and 
othermengineerincayOnksn pee lees eerie 3.9 2.4 ets 
Trans-Canada highway— 
Contributions to provinces under terms of the Trans- 
Canada Thehiway ACta eal eee seer ee. Caneel 80.0 76.1 3.9 
Construction through national parks................ 0.3 0.2 0.1 
89.4 87.7 Due 
Mestiigalaboratoniesas tie. foe <i see eye ee rene eee peat We@) Ont 
Federal share of an ice control structure..................... 8.9 5.8 By! 
AC minishrabionmna veneral- eee ase en ene eee eee 15.2 11.8 3.4 
259.4 224.0 35.4 


Royal Canadian Mounted Police 
Expenditures of the Royal Canadian Mounted Police are $82 million com- 
pared with $76 million in the previous fiscal year. Receipts of $16 million, arising 


TABLE 41 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
Royat Canaptan Mountep Porice = or 
966 1965 decrease (—) 
(estimated) 
hand atnandeirainins divisions see see eerie aa 59.4 55.9 3.5 
Headquarters administration and national police services... 10.7 9.8 0.9 
Pensions and other benefits— 
PENSIOUS a heteedras oe). ecole n eirivRe ea Bats PR, ath 4.5 4.1 0.4 
Royal Canadian Mounted Police superannuation ac- 
count— 
Government’s contribution....................-.-.. 3.9 an 0.7 
Amortization of deferred charges................... ea 1.0 0.1 
Cisiaie:: see pet: ater We edo. ei 0.2 0.2 
9.7 8.5 1.2 
Marine serVicesalh: JO reli). ded le BR ede oe 2.0 0.2 
82.0 76.2 5.8 
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out of expenditures for policing certain provinces, territories and municipalities, 


are credited to revenue. In 1964-65 receipts of $16 million were credited to 
revenue. 


Secretary of State 


Expenditures of the Department of the Secretary of State amount to $26 
million, an increase of $4 million over the previous fiscal year’s total. 


Centennial Commission expenditures of $20 million are $13 million higher 
than in 1964-65 due mainly to increases of $7 million in outlays for programs and 
projects of national significance and $5 million in payments to the centennial of 
confederation fund to enable grants to be made to the provinces for local proj- 
ects of a lasting nature. 


Outlays of $3 million in respect of the translation bureau and $2 million in 
respect of the National Museum of Canada are both slightly higher than in 
1964-65. 


There is no comparable expenditure in 1965-66 to the special grant of $10 
million made in 1964-65 under the Canada Council Act. 


TABLE 42 
(in millions of dollars) 
Fiscal year ending 
March 31 Increase 
SECRETARY OF STATE — or 
6 1965 decrease (—) 
(estimated) 
Centennial Commission— 
Programs and projects of national significance........... 9.0 Uli 6.5 
Payment to the centennial of confederation fund........ 9.0 4.0 5.0 
Generalacmanistrationu. satan Eset eee 2.0 0.8 1.2 
20.0 (fas 12.7 
PRErANS ATONE ULCMUs ose cct ent ens, ofr secee sc nck RRS Be Oe 2.8 eo, 0.6 
National Mirsermsol © Ane. Ge enneanneenaemenartonsonee ornare 1.8 1.4 0.4 
Special grants—Canada Council Act....................05-. 10.0 —10.0 
Adimainistrationand.ceneralisiasam. <i ao(s a= chepaers aeenalsl « olefor 1.2 a 1.0 0.2 
25.8 21.9 3.9 


Office of the Solicitor General 
Expenditures of the Office of the Solicitor General amount to $57 million 
compared with $39 million in the previous fiscal year. 
The increase of $18 million is due mainly to increases of $15 million in outlays 
for construction or acquisition of buildings, etc. and $3 million in outlays for 
operation and maintenance of penitentiaries. 


Correctional services expenditures which in previous years were shown under 
the Department of Justice are now shown under the Office of the Solicitor General. 
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TABLE 43 
(in millions of dollars) 


Fiscal year ending 


March 31 Increase 
OFFICE OF THE SOLICITOR GENERAL or 
1966 1965 decrease (—) 
(estimated) 
Correctional services— 

Administration of the Canadian penitentiaries service... 0.9 0.8 0.1 
Operation and maintenance of penitentiaries............. Blew 23.8 33-33 
Parole; Actac MMinistrablon: es. meee ene nen 0.8 0.8 
Construction or acquisition of buildings, works, land and 

COMIPIMEN GRA the A. a neces io eee ee 28.4 13.6 14.8 
Other sehr awe steele SOLS SEARS OM OS eG TERS SLL 70) Mar 0.1 0.1 

OL 


Trade and Commerce 


Expenditures of the Department of Trade and Commerce at $47 million are 
$8 million less than in 1964-65. 


Outlays of $5 million in respect of the Canadian corporation for the 1967 
world exhibition compare with $20 million in 1964-65. The decrease is due mainly 
to the fact that no payment is being made to the corporation in 1965-66 com- 
parable to the payment of $19 million in 1964-65, pursuant to sec. 11 of the Can- 
adian Corporation for the World Exhibition Act, partly offset by an increase of 
of $4 million for Canadian government participation in the exhibition. 


Outlays of $16 million in respect of the Dominion Bureau of Statistics are 
$2 million higher than in 1964-65 and outlays of $6 million for the Canadian 
government travel bureau are $2 million higher. 


Expenditures of the Canadian Wheat Board and of the National Energy 
Board, which in previous years were included in expenditures of the Department 
of Trade and Commerce are now included in expenditures of the Departments of 
Finance and Mines and Technical Surveys, respectively. 


TABLE 44 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
TRADE AND COMMERCE or 
6 decrease (—) 
(estimated) 1965 

Dominion Bureau of Statistics.................-00000--00... 15.8 Joao) 208 

Trade commissioner service.....6.es<s oe cose ccc ccccnl cee... 726 6.8 0.8 

Canadian government travel bureau...............4..4....) 6.4 4.9 1.5 
Canadian corporation for the 1967 world exhibition— 

Canadian government PALICIpahiOn a wee eee 5.0 0.8 4,2 

Payment to the corporation............................ 18.6 —18.6 

Aomuisition ob land yeh seo cco sca cree ts ake oR hank ok 0.1 —0.1 

5.0 19.5 —14.6 

PHANGATS BIANOR occcks A tay ce Fle eee ee 3.6 Sno 0.3 

Administration and general....................00 00 8.4 6.7 17 

46.8 54.7 —7.9 
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Transport 


| Expenditures of the Department of Transport are $524 million compared 
with $466 million in 1964-65. 


TABLE 45 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
TRANSPORT on 
decrease (— 
(estimated) 1965 FF 
Air services— 
Airports and other ground services....,..............000. 50.0 46.8 Bee 
Radio aids to air and marine navigation................ 40.2 36.5 Bal 
METeGrolocicaltserviCesie.s. con c hones soc chce heel. 22.0 21.8 0.2 
SaNTiP nay HAE EOTAT A NO lees aed aN ee RR eee 10.0 9.4 0.6 
Controlkomcivadleanday ON ak oo. ck ern ae oc arse: 6.3 (ore —0.4 
FadiorA ctvands Nealations cake keer na sa Lanne pee 4.1 Ono 0.6 
Admainistratiomandveeneral. .. kj. £2 .4 opostacs ohn wee 8.6 6.7 1.9 
IATA 1381.4 9.8 
Railways and steamships— 
Construction Or ACQUISIUIONS.,..< as4.e50. ne noc nec hwue es 26.6 10.2 16.4 
Maritime Freight Rates Act— 

Difference between tariffs and normal tolls......... 15.3 14.7 0.6 
Ratlwayeto Grea slave Lake esi: lskhiaie- oreeanee - 12.0 24.1 —12.1 
Wilchormiagisnido cirrns erent ohn bent NS or 2c cea tel ac 0.8 0.9 —0.1 
Deficits— 

Ganadian National Railways in. . case occ duec bese. 33.4 38.7 —5.3 

Newfoundland ferry and terminals.................. 1287, uae | 1.6 

Prince Edward Island car ferry and terminals...... 4.1 4.0 0.1 

Yarmouth, N.S.—Bar Harbour, Maine, U.S.A. ferry 

SOnVal COmch ype toe Stays Pars Seam neta eee Eas As. SYS hs Ede AeNE 0.1 —0.1 
DENIES aS eA EP ne, iy a rere Neat OS 1.0 2 0.8 
105.9 104.0 1.9 
Board of Transport Commissioners for Canada— 
Payments to the railways for the maintenance of the 

MAC SOM ILeIS MG rUretil Gamer toe hie cer nae en etal = ret 95.2 68.7 26.5 
Main ienaN Ce Ol ura hag Gace. tus staan aera ie ont aest 7.0 a0 
Contributions to the railway grade crossing fund........ 14.0 ‘yeaa | 8.9 
NGiiimmistration and Penerdlia s.i.ul. sacs oe ee ee > 1.6 15 0.1 

117.8 82.3 85.5 
Marine services— 
(an Adi AGACGUSteo UAC 9 Pree nee yAia. ee cae cy al ees is 50.0 38.0 a0) 
TA RHO DAVISATION YS. ee ames ore ask Noe ee etait ae see 14.9 10.9 4.0 
(SETI a. a ee OS ene Sr RT Seen Gene om Oey Sr weed 9.6 7.0 2.6 
Marine hydraulics including the St. Lawrence and 

Saguenay Rivers ship channels...................-. 6.1 3.0 vel 
Mitr emecrilatlous a nes scant ere Oe cit rnche ales ae ictece ences 5.0 4.4 0.6 
Administra tionvand SOmer al secs scree cco orel epsieh eyes envi rcce evry es ete 1.6 1-2 0.4 

87.2 64.6 YE 
“anadian Maritime (Commissions iN. ieee koe. Lh. . 49,8 40.6 9.2 
‘Canals and works entrusted to The St. Lawrence Seaway 
Authority— 
Wiellanc GQanalideierun 90005 te. neta: siccis «im suerte ero niereiet ts <i 8.3 8.3 
Welland Canal deficit ee eg apne ocianinel TA, af 24h eal 
i i ital requirements........ ; : ) 
Other operating deficit and cap req ae pe Dias 
Nationaleilarbouraiboard. ose. ian peuiernaa> ato eels teat Iga 7.6 Cae 
PACLOAINISEL ATION ANG CHET letne siete olstolelalieteie ie sue aleve ira 6.3 7.0 —0. 
523.8 466.4 57.4 
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Air services 

Outlays for air services at $141 million are $10 million higher than the 1964-65 
total due mainly to an increase of $3 million in respect of airports and other 
ground services and an increase of $4 million for radio aids to air and marine 
navigation. 


Railways and steamships 


Expenditures for these services are $106 million compared with $104 million 
in 1964-65. 

Costs of construction or acquisition of buildings, works, land, etc. are $27 
million, $16 million higher than 1964-65 costs due mainly to improvements of the 
facilities, terminals, ships, etc., in the Port-aux-Basques—North Sydney ferry 
service; payments under the Maritime Freight Rates Act are $15 million, $1 
million higher; and the subsidy of $12 million in respect of a railway to Great 
Slave Lake is $12 million less. 


The charge of $33 million to budgetary expenditure in 1965-66 to cover the 
1965 operating deficit of the Canadian National Railways is $5 million less than 
the charge of $38 million in 1964—65 to cover the railway’s 1964 operating deficit. 


Board of Transport Commissioners 
Expenditures in respect of the board amount to $118 million compared with 
$82 million in 1964-65. 


Included are $95 million in payments to the railways for the maintenance of 
the rates of freight traffic compared with $69 million in 1964-65, $7 million in 
each year in payments to the railways for maintenance of trackage in northern 
Ontario and $14 million in contributions to the railway grade crossing fund 
compared with $5 million in the previous year. 


Marine services 

Expenditures of $87 million for marine services are $23 million more than in 
1964-65. Included in these expenditures are $50 million in respect of the Canadian 
coast guard, $12 million higher than in 1964-65 and $15 million in respect of aids 
to navigation, $4 million more than in the previous fiscal year. The aggregate 
increase is due to increased outlays for capital works. 


Canadian Maritime Commission 

Expenditures of the commission in the amount of $50 million are $9 million 
higher than in 1964-65 due mainly to increased outlays in respect of capital 
subsidies for the construction of commercial and fishing vessels. 


Canals and works entrusted to The St. Lawrence Seaway Authority 

Expenditures of $11 million are $18 million less than in 1964-65, due mainly 
to the fact that the 1964-65 total included a payment of $27 million covering the 
accumulated Welland Canal deficit for 1959-64 whereas the 1965-66 total includes 
a payment of $8 million for the Welland Canal deficit for 1965. 
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National Harbours Board 


Non-active advances to the board total $5 million and include $4 million to 
cover expenditures in connection with the 1967 World Exhibition. In 1964-65 
non-active advances totalled $8 million and included $6 million to cover expendi- 
tures in connection with the 1967 World Exhibition. 


Veterans Affairs 


Expenditures of the Department of Veterans Affairs are $370 million, an 


increase of $18 million over the 1964—65 total. 


War veterans allowances and civilian allowances at $100 million are $7 
million higher, pensions for disability and death at $186 million are $5 million 
higher and costs of $50 million for treatment services are $4 million higher than 


in 1964-65. 
TABLE 46 
(in millions of dollars) 
Fiscal year ending 
March 31 Increase 
VETERANS AFFAIRS : or (-) 
ecrease (— 
(estimated ) 1965 
Pensions— 
Disa bihitvaand=d eatbhenepyeryices Sere dae css cs nea ce ks 185.5 180.3 Nr 
ACmministration ang general eee fous /aseac eee 2.9 2.8 0.1 
188.4 183, 1 Isis 
Welfare services, allowances and other benefits— 
War veterans allowances and civilian allowances........ 100.2 92.8 7.4 
Assistance under provisions of the Assistance Fund (War 
Veterans Allowances) Regulations.................. 5.8 4.0 1.8 
Wetenansawellare Services) aoc ecg stan cltictie its eeenaiensie te 4.0 3.8 0.2 
Treatment and related allowances...............20.205: Dei 250 
ini 1 PT ae Ae ER Res Mie ol He dik cease 3.4 Shia) —0.1 
Administration and general.......... he sae os 
HPA LIM EN CISETW COS nacre sacri e acter: techs cee ela ratanarstovevacentenveets 50.1 46.4 3.7 
Soldier settlement and veterans land act— 
Provision for reserve for conditional benefits............ 3.0 Sill —0.1 
Administrationiand general.,..c.ea.c+--se-e aes ee ee as — 0.1 
Administration and. general. .csceice s4 ates «si cuieets eter teers ss 7.8 (a 0.1 
370.0 351.6 18.4 
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All Other Departments 

Expenditures of the departments not dealt with individually amount to 
$65 million, an increase of $27 million over the total for 1964-65. 

Expenditures under the Combines Investigation Act in respect of the re- 
strictive trade practices commission and the office of investigation and research 
and expenditures of the patent division, copyright and industrial designs division 
and the trade marks office, which were included previously under expenditures 
of the Department of Justice, are now included in expenditures of the Privy 
Council. 

The main changes are an increase of $13 million in respect of the Office 
of the Chief Electoral Officer due to the general election in 1965-66 and an 
increase of $6 million in non-defence expenditures of the Department of Defence 
Production as a result of three new services (supply, purchasing and repair) 
coming into operation. 


TABLE 47 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
Aut OTHER DEPaRTMENTS or 
(estimated) 1965 salamat re 

ee ee ee ek ee Se eee ee 
Auditor Goreral’s-Offiee.../...0..0+..s.00se< shel... ee Le 1.6 0.1 
Board of Broadcast Governors..........006-0ceccccecceeeee. 0.4 0.4 
Office of the Chief Electoral Officer......................... ABs 0.6 12.5 
Civil Service Commission; .4,4+..000 4.4... 1 ee 8.2 6.2 2.0 
Defence, Production. «2. vst osadd tee eee ee (29.0 3.3 5.7 
Heovouric Council eau. duo. Lice tse een ea ikea 0.8 0.3 
Governor General and Lieutenant-Governors................ 0.7 0.6 0.1 
BE NCS IT 31 AC Os es SR MES Te RN NE sah fn ee 6.0 3.0 2.7 
PUSUPAD COS 5. sat vtae ic, isa 5 Se te Pa anal ee Do 1.4 0.1 
National Vili} Board. esto, went tee ee 6.9 6.4 Ono 
National Gallery of Canada..........000..cccccecececccee.. 1.9 ies 0.6 
Priva Gown e062 Ce ee be ae as 9.1 8.2 0.9 
Public Archives and National Tibranvarr ven teen ee seers coe 1.9 iba} 0.4 
Public Printing and Stationery peer Laan tae eee 3.0 257 0.3 
Office of the Representation Commissioner.................. 0.8 0.2 0.6 

65.3 38.5 26.8 


“See also under defence expenditure at the beginning of this section. 


® The Canadian government supply service, Canadian government purchasing service and the Canadian 
government repair service came into operation substantially in 1965-66 and are the cause of the large in- 
crease in non-defence expenditure. 
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ASSET AND LIABILITY ACCOUNTS 


The estimated assets and liabilities of the Government of Canada as at 
March 31, 1966, the comparable balances at March 31, 1965 and the changes in 
each category during 1965-66, are shown in condensed form in the following table. 


TABLE 48 
Summary or Assets anp LIABILITIES OF CANADA 
(in millions of dollars) 


Balance at March 31 


Increase 
6 or 
(estimated) 1965 decrease (—) 
LIABILITIES 
Current and demand liabilities. ................ 0. cs0.e0.00.. 1,467.2 1,432.6 34.6 
Deposit-and trust.adeoantss sites.) ee. ek 394.6 Pa PISS 12203 
Annuity, insurance and pension accounts..................... 6,381.2 5,675.9 705.3 
Undisbursed balances of appropriations to special accounts.. 87.6 95.7 —8.1 
Wererred credits wnat co ee es ae 136.1 IN IBe7) 22.9 
Swwnecise-accounts, eer ee ee 13.8 5.5 8.3 
Unimatiredidebt wean e iets, eanemcrmennn, os al 19, 136.6 18,978.2 158.4 
PROuall Lig Dilitiesiien..,..4 sae NE... > sccc.. tae Diogo 26, 573.4 1,043.7 
ASSETS 
CURTENtASBEES: . 31.13k EVN TRON UE <P SR cc ee ohh 1,291.1 1,302.0 —10.9 
Advances to the exchange fund account...................... 2,672.0 2,621.0 51.0 
Investments in special United States of America securities— 
Columbia hivervireaty. 9...) area. ole 187.2 219.5 —32.3 
Sinking fund and other investments held for retirement of 
UNTMA CULE M CED tenice citron Glace En ce 5.4 —5.4 
Canada pension plan investment account.................... 34.0 34.0 
Loans to, and investments in, Crown corporations........... 5,535.2 4,914.5 620.7 
Moanstomationalicovernments:. testes. eke. 1,343.8 1,288.4 55.4 
Othenloansandunvestmentss....---eeee ne... caes conse 1,036.9 908.1 128.8 
Secunitiesseldkinutntstack. ens. eerie tos co econ. 171.9 dood 118.8 
Deferred charges— : 
Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account............. 54.0 53.8 0.2 
Public service superannuation account......... Si Sass, 92.5 39.9 52.6 
Royal Canadian Mounted Police superannuation ac- 
COULD MARR Baer berets chet l eceti ay aren te Pte eee ae 3.8 4.2 —0.4 
Unamortized loan flotation costs............-...0eeeeeeee 107.9 110.7 —2.8 
258.2 208.6 49.6 
Capital assets..... AAA adidas dic dhe. ieee cee ah oe a) () 
IngctivevoansssnGunVvestMents.... ccc... ++¢h!seusecsaseaes 94.8 94.8 
shotslnecondedvarseiaawamerrtied. sues ean nee Olpre L 11,615.4 1,009.7 
Less reserve for losses on realization of assets................ — 546.4 —546.4 
INetirecorded assets yac-enrenioechorereaniecmmeninr sot 12,078.7 11, 069.0 | 1,009.7 
} ; ‘ f liabilities over net re- 
Net debt, represented by excess of liabili 16 5a8 4 15, 504.4 Oar p 


COUASOER GS Eb Seiden Tersde, suc Bern abstention hele sree nie ee auenens 


®Shown at nominal value of $1. _ a 
®) Reflecting the budgetary deficit of $34 million. 


SUMMARY 
The gross liabilities of the government are estimated at $27,617 million as at 
March 31, 1966 compared with $26,573 million at March 31, 1965. The main 
changes are increases of $705 million in annuity, insurance and pension accounts, 
$158 million in unmatured debt and $122 million in deposit and trust accounts. 
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Net recorded assets are estimated at $12,079 million as at March 31, 1966 
compared with $11,069 million at March 31, 1965. The main changes are increases 
of $621 million in loans to, and investments in, Crown corporations, $144 million 
in securities held in trust and $129 million in other loans and investments. 

The net debt of Canada, or the excess of liabilities over net recorded assets, 
at $15,538 million is $34 million higher than the net debt of $15,504 million at 
March 31, 1965, reflecting the 1965-66 budgetary deficit of $34 million. 

TOTAL LIABILITIES 


Fiscal Years Ended March 31 
Billions of Dollars 


30 30 
12 OTHER LIABILITIES 


1% DEPOSIT AND TRUST ACCOUNTS 
CURRENT AND DEMAND LIABILITIES 


a 
RE KKC« 


ANNUITY, INSURANCE 
AND PENSION ACCOUNTS 


20 


1 UNMATURED TREASURY BILLS 


UNMATURED BONDS 


SoS SSR 
0 ee 5 ¢ % sales 
1962 1963 1964 1965 1966 * ; 1966* 


* Estimated 


LiaBitiry ACcouNTS 
Current and demand liabilities 


These liabilities, which consist of obligations of the government payable 
currently or on demand, in the amount of $1,467 million are $35 million more than 


the total at March 31, 1965. 
TABLE 49 


(in millions of dollars) 


Balance at March 31 


Increase 
CuRRENT AND Demanp Liapiuitiss 966 or 
(estimated) 1965 decrease (—) 
Outstanding treasury cheques. :...65.. 2.0.5 eeccceeccececee., 352.9 315.1 37.8 
PROC CONMDE DAW ADIOS gg ciciy acouix slbeca sca seeaipcs 2. A EL, 412.9 363.9 49.0 
Non-interest-bearing notes payable to— 
The international development association.............. 25.0 22.9 2-1 
The international monetary fund........................ 235.0 345.0 —110.0 
260.0 367.9 —107.9 
Matured debt outstanding: 22. cheevesi eer cageeees cee 2330) 19.1 4.4 
Interest due and outstanding.........:.....+...008 117.0 102.0 15.0 
Tyterest ameched Or ees 4 ome eek el ek 267.6 231.2 36.4 
Post office—outstanding money orders...................... 26.4 26.6 —0.2 
Outstanding letter of credit cheques......................... 6.0 6.0 
Other icuprent liabilities. ba avcianesast . 19 ues, 4k 0.9 0.8 0.1 


1,467.2 1,432.6 34.6 


195 


The main changes during 1965-66 are a decrease of $108 million in non- 
interest-bearing notes payable on demand and increases of $38 million in out- 
standing treasury cheques, $49 million in accounts payable and $36 million in 
accrued interest. 

Non-interest-bearing notes represent those portions of Canada’s equities in 
the capital of certain international agencies which are not covered by cash or 
gold. Notes in respect of the international monetary fund in the amount of $235 
million are $110 million less than at March 31, 1965 and notes in respect of the 
international development association in the amount of $25 million are $2 million 
more. 


Deposit and trust accounts 


Sundry funds deposited with, or held in trust by, the Receiver General of 
Canada for various purposes are recorded in these accounts. 


TABLE 50 
(in millions of dollars) 
Balance at March 31 ictosse 
Deposit AND Trust Accounts 1966 or 
(estimated) 1965 decrease (—) 
Sa eee eee es el I, Tes ae 
Pndiameiust tunds Mt Aeae criti). fvoden. «d,s... sate, 8 Sls 31.1 0.4 
Guarantee deposits— 
INAVIONAL TRE VONUG. cacy ots os ccc cect avec och won ecu, 5.6 5.3 0.3 
Northern Affairs and National Resources............... 30.0 29.2 0.8 
35.6 84.6 LA 
Postoties'eavings bank!).7/8 Ges. oe ee 22,2 23.3 —1.1 
Crown corporations deposits— an 5 
Atomic Energy of Canada Limited..................... 5.0 5.0 
Canadian Arsenals Limited...... co SLRS Agee eee nee 5 0.1 0.1 
Crown Assets Disposal Corporation. alse SEE RTE eee 0.4 0.4 
Eldorado Mining and Refining bs S00 C5 he nc 4.0 Lie? —7.2 
Export Credits Insurance Corporation.................. ae oe oe 
Canadian Pension Commission—ad ministration trust fund 15.2 14.5 0.7 
National Harbours Board—special BCCOUNLS se ease tafe 18,4 Be na 
Instalment purchase of bonds, public service............... 12.9 Hed ee 
Contractorswhold backs 5.0). y6) fos. ale ee 9.1 : j 
Contractors securities—sundry departments— ae re op} 
BONG Sree ee eee, TELE SISERR ier oe ¢ aa <i 
Wash eres 89.5 eae. ee ee ere ep ED 133 AG : 
Cenbificd: Chegiesiec:. te ensied. «i astute padenchs a tee oemrstcn ro Be yer 
Army benevolent fund......... Sey SEIS rte ‘2 a: —0.4 
Canadian Arsenals Limited pension HUN. BALMS Ven eens ae 2 a 
Canadian vessel construction SSSISTANCO Taras ea etree - 2 af pi : 

_ Common school funds—Ontario and Quebec................ ee aod Leh, 
Emergency gold mining assistance—holdbacks.............. me os eS 
Immigration guarantee LG OT Ree SAR, SEIS Sere ae Poe Le x3 : 
National Research Council—special fund.................... pe st ne 
Northwest Territories revenue account................e0005 ae oy a8 
Permanent services deferred pay...........+.csseseeceeeeee Be pe rs 
Provincial tax collection agreements account................ oe ne _9'6 
Royal Canadian Mint—prepayments.......... eth gabe he oaiesa! ere $%4 115.0 
Municipal development and loan board—security deposits. . . aL, De a 
Veterans land act trust account—general........4........4.. .; is he 
United: States.of America oas.t4.dshos nena aspen tehie ee uktee oe Wee a 
Weterate care trust tUuld sana terete te teeter ene ener ie rat oars 

cherie ct wai Je Fee eet Se eee er ae ad : 
394.6 272.3 122.3 


196 


There was a net increase of $122 million during 1965-66 bringing the total 
to $395 million at March 31, 1966 due mainly to an increase of $115 million in the 
municipal development and loan board—security deposits account. 


Annuity, insurance and pension accounts 


Recorded herein are moneys held in the consolidated revenue fund to the 
credit of various annuity, insurance and pension accounts. 

During 1965-66 an increase of $705 million brings the total to $6,381 million 
as at March 31, 1966. The main changes are increases of $224 million in the public 
service superannuation account, $163 million in the Canadian forces superannua- 
tion account, $215 million in the old age security fund and a new account for the 
Canada pension plan which has a balance of $80 million at March 31, 1966. 


TABLE 51 
(in millions of dollars) 


| Balance at March 31 


Increase 
Annuity, INSURANCE AND Pension Accounts 1966 or 
(ecivaated) 1965 decrease (—) 

Unemployamentimsurance funda sees a ane eee 159.0 58.3 100.7 

Less investment in bonds and accrued interest .............. —147.5 —44.0 —103.5 

Uninvested funds on deposit with the government...... 115 14.3 —2.8 
Superannuation accounts— 

Rul HCISCEVACeN Mepis, dle Te eee bos Sse 2,385.8 2,161.8 224.0 

@anddian forces hen.) ete hee ree lo See 2,191.1 2,028.1 163.0 

Royal Canadian Mounted Police.................000005 65. 57.7 8.0 

4,642.6 4,247.6 895.0 

Canada pensioniplanraccount., a .seee es. saan ee. coe 80.0 80.0 

Govermentrannultiest. s,s she aie on. enone cre neni cene 1,320.5 1,303.2 17.3 

Oldiaceisecunity, fundien.. «tea eee. Chen ee 215.0 215.0 

OTR erates 5. te Re Rae SRI CRs co ra | EG 110.8 0.8 

6,381.2 5,675.9 705.3 


Unemployment insurance fund 

The balance in the fund at March 31, 1966 is $159 million (of which $22 
million represents a liability for unredeemed warrants and deposits from em- © 
ployers) and consists of $147 million invested in special government bonds 
(including accrued interest) and $12 million on deposit with the Receiver General. 
The balance in the fund at March 31, 1965 was $58 million (of which $18 million 
represented a liability for unredeemed warrants and deposits from employers) 
consisting of $44 million invested in special government bonds (including accrued 
interest) and $14 million on deposit with the government. 

Receipts of $395 million during the fiscal year include employee and employer 
contributions of $325 million, the government’s contribution of $65 million 
and $5 million in interest from investments. As benefit payments total $302 
million, receipts exceed payments from the fund by $93 million during 1965-66. 
Receipts during 1964-65 totalled $375 million and included employee and 
employer contributions of $311 million, the government’s contribution of $62 
million and $2 million in income from investments. Benefit payments during 
1964-65 totalled $335 million. 
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TABLE 52 
(in millions of dollars) 


Fiscal year ending March 31 
UNEMPLOYMENT INSURANCE FUND 1966 
1962 1963 1964 1965 (esti- 
mated) 
Revenue— 
Contributions— 
Employee and employer™................. 277.8 286.4 296.6 310.8 325.4 
Government) Be SEMEL Ga ey Naa ch yeh ere AA 55.5 57.3 59.3 62.1 65.5 
Net income from investments................. 6.2 Dee ileal 1.8 4.6 
Other incomes as cn sce es ARO ee ee Oe 0.1 0.1 0.1 0.1 0.1 
I 339.6 346.3 357 374.8 395.6 
Expenditure— 
Benetitipayments arte seein ots one ca ee —454.7 | —403.2 | —365.7 | —335.0 | —301.9 
HiterestzonlOangaeet a eek ets otc... syivleueee —3.0 —0.2 —0.2 
Excess of revenue over expenditure or expenditure 
OVELTOVENUET it ay cc. thn ia wel a Cee —118.1 —56.9 —8.8 39.6 93.7 
Balance at credit of fund at fiscal year-end......... 66.6 9.7 0.9 40.5 136.8 
Unredeemed benefit warrants and deposits from 
EINPlOVErShe eral as aeni oe ns ee 11.6 16.7 15.9 Wats) 22.2 
F 78.2 26.4 16.8 58.3 159.0 
Investment in bonds and accrued interest.......... —63.6 —11.8 —44.0 —147.5 
Balance on deposit with the government........... 14.6 14.6 16.8 14.3 11.5 


Contributions by employees and employers are on an equal basis. 
(2)Government contribution is equal to 20 per cent of the combined employee-employer contributions. 


Public service superannuation account 


The balance of $2,386 million in this account is $224 million higher than the 
balance at the end of the previous fiscal year. 

Receipts of $290 million during the year consist of credits of $78 million 
in respect of a salary revision made in 1965-66, contributions of $65 million by 
individuals, a contribution of $58 million by the government, contributions of 
$3 million by certain Crown corporations and interest of $86 million credited to 
the account by the government. Contributions by the government and Crown 
corporations are equal to the estimated current and prior service payments of 
individuals in 1964-65. Interest at 4 per cent per annum is credited to the 
account quarterly and is computed quarterly on the outstanding balance at the 
end of the previous quarter. 

Disbursements total $66 million and include $55 million in annuities and 
$11 million in withdrawals of contributions. 

In 1964-65 receipts totalled $369 million and disbursements totalled $64 


million. 


Canadian forces superannuation account 

The balance of $2,191 million at March 31, 1966 reflects an increase of 
$163 million during the fiscal year. 

Receipts of $198 million include $36 million in contributions by personnel, 
$59 million in regular government contributions, $86 million in interest credited 
by the government and a credit of $17 million in respect of additional liabilities 
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due to increased rates of pay for certain ranks. Regular government contribu- 
tions are made at the rate of one and two-thirds times the current and prior 
service contributions by personnel. Interest at 4 per cent per annum is credited to 
the account quarterly and is computed quarterly on the outstanding balance at 
the end of the previous quarter. 


Disbursements of $35 million include $25 million in pensions and retiring 
allowances and $10 million in cash termination allowances and return of contribu- 
tions. 

In 1964-65 receipts were $237 million and disbursements were $30 million. 


Royal Canadian Mounted Police superannuation account 


The balance of $66 million in this account as at March 31, 1966 is $8 million 
more than the previous fiscal year-end balance of $58 million. 


Receipts during the year of $9 million consist of $2 million in contributions 
by personnel, $3 million in interest credited to the account and $4 million in 
contributions by the government. 


Disbursements of $1 million consist mainly of annuities and allowances, cash 
termination allowances and return of contributions. 


In 1964-65 receipts were $12 million and disbursements were $1 million. 


Canada pension plan account 


This is a new account to record contributions and payments as authorized 
by the Canada Pension Plan Act which became effective January 1, 1966. 


Government annutties account 


The balance in this account of $1,321 million is $17 million higher than the 
balance at March 31, 1965. Receipts of $79 million include $29 million from 
premiums and $50 million in interest from the government. Disbursements of 
$62 million consist mainly of vested annuity and commuted value payments 
and refunds of premiums. In 1964—65 receipts amounted to $79 million and 
disbursements were $60 million. 


Old age security fund 


Under the Old Age Security Act, as amended, all persons who satisfy the 
residence requirements of the act may receive a pension of $75 per month 
from the federal government out of the old age security fund provided that no 
pension is paid in any month before January 1966 in which the person had not 
attained 70 years of age, the age limit being reduced by one in each subsequent 
year until 1970. 


Receipts of $1,163 million in 1965-66 exceed pension payments of $923 
million by $240 million. Temporary loans by the Minister of Finance of $25 
million were repaid leaving a balance in the fund of $215 million as at March 31 J 
1966. 


In 1964-65 receipts of $960 million exceeded pension payments of $885 million 
by $75 million which resulted in temporary loans of $100 million as at March 31 ; 
1964 being reduced to $25 million as at March ol, 1965. 
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TABLE 53 
(in millions of dollars) 


Fiscal year ending March 31 


Oup Acs Security Funp | 1966 
1962 1963 1964 1965 (esti- 
mated) 
Tax receipts— 
Sales Lee ono RS CREO Hhdtle tates Satta ae 284.9 302.2 331.8 383.2 516.0 
Personal ANCOTO LAX seis Vatrasis cpr: 259.0 273.7 302.6 431.9 496.0 
Corporation income tax....... BoboeBa roc eee 100.1 115.2 115.7 145.2 151.0 
: otalitaxeceiptsaie ttesece te. 644.0 691.1 750.1 960.3 | 1,163.0 
enslonapaments acct cee oes —625.1_.| —734.4 | —808.4 .| —885.3 | —923.0 
Excess of receipts over payments.................. 18.9 —43.3 —58.3 75.0 240.0 
Temporary loans brought forward................. —17.3 —41.7 | —100.0 —25.0 
Balance in fund brought forward................... 1.6 
Temporary loans by the Minister of Finance to cover 
deficitsinglund. ceretur, .derntiecce. See bec dl) 41.7 100.0 25.0 
Balanceln fund severe esa) oe ee ae et 1.6 215.0 


A distribution by provinces of pension payments from the old age security 
fund for the last two years is shown in the following table: 


TABLE 54 
(in millions of dollars) 


Fiscal year ending 
March 31 Increase 
Oup Acer Security PAYMENTS or 
66 1965 decrease (—) 

(estimated) : 
Newioundland®. ean. teeth. . Satie. . eee sete eee. 17.6 16.8 0.8 
INO Va USCOCLA AE TxA ieee: td cee ee AHN Fg oe aa ee 42.0 40.4 1.6 
Wrinces Es wArael sland v.aesaen icy. voeebree cise ash Fe weraoiires ae 8.1 ed 1.0 
INO Wa LUNS aC ert tee ncaa terete rene Te eat rac ore ess 31.6 29.8 1.8 
QRCDECIN AREER. ae cite lites, cota aA AI na oned aR abating, Macon lante 198.0 189.7 8.3 
ONtATIG IA garrett cis. e tele. Bale: SA. ee es soul Spina 11.0 
IMU EAT TG OLDE Niece ate so csecan 0 0ds Pan euete 6 dicnansanislccases aye non REA LOS I Ee 55.8 53.4 2.4 
Saslcatehe walitec ments «tee ee ee ee ee ee eee RENE Aa 57.1 55.1 2.0 
(Ele He ihe REGEN Skis REPO RRS STENCILS OR SRT MRE ES OER LL SR 63.7 60.0 yate 
British Columbia.......... paints + date QNeor ahr mache 116.2 111.3 4.9 
Northsvestand! Yukon Territories: a. oc ns t+. oman ee os 0.8 0.6 0.2 
923.0 885.3 BY tf 


Undisbursed balances of appropriations to special accounts 


These special accounts record the undisbursed balances of appropriations 
for which moneys have been appropriated by parliament and from which dis- 
bursements may be made for authorized purposes in periods subsequent to that 
in which the appropriation was made. The balance of $88 million is $8 million 
less than the balance at March 31, 1965. 
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TABLE 55 
(in millions of dollars) 


Balance at March 31 


UNDISBURSED BALANCES OF APPROPRIATIONS TO WT es 
Spectra, AccoUNTS (eatieeiee) 1965 decrease (—) 

International assistance account..............ceceeceeceeeees 68.5 82.3 —13.8 
Rallwayscradeicrossing {un Gas, ence eee en eee ene: 10.4 6.9 3.5 
Centennial of confederation fund................cceeceeevees 8.5 6.0 2.0 
National capivalsiund © a sas. 0s face eee Soke eee nee 0.1 0.4 —0.3 
QOen Gils Peo neared ane eee pan vic hk deranea ta eR ate 0.1 0.1 

87.6 95.7 —8.1 


The balance of $69 million in the international assistance account is $14 
million less than the balance at March 31, 1965. Disbursements of $41 million 
from the fund are partly offset by a credit of $27 million, which amount is the 
unexpended balance of External Affairs Vote 35 as set out in the sub-vote for 
international development assistance. t 


The balance of $10 million in the railway grade crossing fund is $3 million 
higher than the balance at the previous fiscal year-end. The increase of $3 million 
is due to an amount of $14 million credited to the fund and charged to budgetary 
expenditure and to disbursements of $11 million from the fund. 


The balance of $9 million in the centennial of confederation fund is $3 million 
more than the balance at March 31, 1965. The amount of $9 million credited to 
the fund and charged to budgetary expenditure is offset by disbursements of $6 
million from the fund during the year. 


Deferred credits 


Recorded in these accounts are amounts due the government in respect of 
which payment is deferred. These are contra accounts to corresponding items 
under the following asset categories: “loans to, and investments in, Crown 
corporations”, “loans to national governments” and “other loans and invest- 
ments’. The balance of $136 million is $23 million more than the balance at 
March 31, 1965. 


TABLE 56 
(in millions of dollars) 


Balance at March 31 


Increase 
DEFERRED CREDITS 1966 or 
(estinated) 1965 decrease (—) 
Deferred interest— 

The St. Lawrence Seaway Authority................... 45.3 38.7 6.6 
United Kingdom Financial Agreement Act, 1946........ 83.0 63.8 19.2 

Northern Canada Power Commission................... Popo 2 
130.5 104.7 25.8 
Balances receivable under agreements of sale of Crown assets. 1.4 3.0 —1.6 
Crown Assets Disposal Corporation—government equity.... 3.1 oD —2.4 
Unamortized premium on loan....,.....-.sc0ceeceeccderac ce. 1.1 Bat 
136.1 113,2 22.9 
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_ There is an increase of $26 million in deferred interest during the year 
bringing the balance to $131 million as at March dl, 1966. 

Deferred interest in respect of The St. Lawrence Seaway Authority, which is 
a contra account to a corresponding item in “loans to, and investments in, Crown 
corporations”’, increased by $7 million during the year bringing the balance at 
March 31, 1966 to $45 million. See the asset account for explanation of increase. 

Deferred interest in respect of the loan under the United Kingdom Financial 
Agreement Act, 1946, which is a contra account to a corresponding item in “loans 
to national governments’, increased by $19 million during the year bringing the 
balance at March 31, 1966 to $83 million. See the asset account for explanation 
of increase. 

Balances receivable under agreements of sale of Crown assets are contra 
accounts to corresponding items under the asset category “other loans and 
investments’. During the year payments of $2 million leave an outstanding 
balance of $1 million at March 31, 1966. There were no new agreements of sale 
during the year. 

The government equity in the agency account of Crown assets disposal 
corporation is a contra account to a corresponding asset account under ‘‘other 
loans and investments”. The balance in the account of $3 million is $2 million 
less than the total at the end of the previous fiscal year. 


Suspense accounts 

These consist of balances where some uncertainty as to disposition exists. 

There is a net increase of $8 million during 1965-66 bringing the outstanding 
balances to $14 million as at March 31, 1966. 

The replacement of materiel account, which was established by section 11 
of the National Defence Act, is credited with amounts realized from the sale of 
materiel that has not been declared surplus to requirements but has been auth- 
orized by the Governor in Council to be sold to other countries. The account is 
debited with disbursements representing amounts paid for procurement of 
replacement materiel. During 1965-66 credits to and disbursements from the 
account are approximately $1 million each, resulting in a balance of approximately 
$1 million. 

The surplus Crown assets account, which is a new account established by 
Vote 48 of the Department of National Defence 1965-66 Estimates, is credited 
with all revenue received during the current and subsequent fiscal years from the 
sale of surplus materials, supplies and equipment and from the sale during the 
current fiscal year of surplus buildings, works and land. The account is debited 
with expenditures, subject to the approval of Treasury Board, for any of the 
purposes of the Department of National Defence. The balance of $8 million 
consists of credits to the account during the year. There were no disbursements. 


TABLE 57 
(in millions of dollars) 


Balance at March 31 Tearetee 
Suspense AccouUNTS 1966 i or 4 
(estimated) 1965 decrease (—) 
Replacement of materiel, sec. 11, National Defence Act..... 0.7 0.6 wee 
UT PIUS KO LOWS AGSCDD sci racionetnch aka tT ete iNtrebs ts cra eles 7.8 Ie 
LUfivel husovetslige)alcte 0 Ccis Meer oer wee aces ono don U oer Cab Oe DA oc 13. , oa 
Ueto ere ee er tc ee aint coyote Reaatataie srers eater ern neces 4.0 3.6 : 
13.8 5.9. 8.3 


eee eee ie! fi) a) a ee ee 2 i ee ee ee 
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Unmatured debt 


The unmatured debt of Canada in the amount of $19,137 million is $158 
million more than the previous fiscal year-end total. Obligations payable in 
Canada are $18,766 million and those payable in New York are $371 million 
compared with $18,602 million and $376 million respectively at March 31, 1965. 


TABLE 58 
(in millions of dollars) 
Balance at March 31 tacroase 
UNMATURED Dest ; pet 
Payable in Canada— 

Marketalbte bondsieh weed § Le ee A, OYE. wtPeek. LOP ZS 10,866.4 —154.9 

Non-marketable bonds— 
@anadavcavan garb Ond Sates ap. eepacr termes co aaree Delo D,DOnee: 204.7 
Unemployment Insurance Commission............. 147.0 43.0 104.0 
16,615.6 16, 461.8 153.8 
PERG AS IY, ULLSH i eemet cr creer sccm abate cra tet cee 2,150.0 2,140.0 10.0 
18, 765.6 18, 601.8 163.8 
PayableanuNews Yorkie in tener Nae eee eames (2371.0 (2376.4 —5.4 
19, 136.6 18, 978.2 158.4 


(Marketable bonds. 
‘2)Converted at the official parity rate of $1 U.S.=$1.08108 Canadian. 


Details of the various loan issues, maturities and redemptions resulting in 
the net increase are described more fully in the section ““The Public Debt”’. 


TOTAL ASSETS' 
Fiscal Years Ended March 31 
Billions of Dollars 


OTHER ASSETS 


CASH AND OTHER CURRENT ASSETS 


) OTHER LOANS AND INVESTMENTS aa lO 


LOANS TO CANADIAN NATIONAL RAILWAYS 


LOANS TO CENTRAL MORTGAGE 
AND HOUSING CORPORATION 


ADVANCES TO EXCHANGE FUND ACCOUNT 
Th 
LOANS TO NATIONAL GOVERNMENTS 
AND INTERNATIONAL ORGANIZATIONS 
0 S25 5 oo J 0 
1962 1963 1964 1965 1966* 1966* 


me ony 
Estimated 


LAs shown on table "Summary of assets and liobilities”. This chart does not reflect the reserve for losses on realization of assets. 
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Asset Accounts 
Current assets 


These accounts consist of working capital advances and revolving funds, the 
securities investment account and various cash accounts. 


; Total current assets at $1,291 million reflect a decrease of $11 million 
during the year. The main changes are decreases of $40 million.in cash in current 
and special deposits, $10 million in cash in hands of collectors and in transit and 
Increases of $22 million in the securities investment account and $15 million in 
departmental working capital advances and revolving funds. 


TABLE 59 
(in millions of dollars) 
Balance at March 31 Ticrens 
CuRRENT AssETS or 
1066 1965 d 
(estimated) a ecrease (—) 
Cash in current and special deposits ...................... 642.3 682.3 —40.0 
Cash in hands of collectors and in transit................... 158.0 168.0 —10.0 
Rage working capital advances and revolving 
unds— 

Agricultural commodities stabilization account......... 7.0 DBE —16.2 

Defence production revolving fund...................... 26.8 30.2 —3.4 

Royall CanadrantMiin tansy. et a ete oe area ee Late 16.7 18.7 —2.0 

Miscellaneous departmental imprest and advance ac- 

GOWN so oagSc3 cdc 9 Gy eo RemelN 7 e OME Cm een cer 19.5 18.6 0.9 
Stockpiling of uranium concentrates..................... Sia!) 24.4 13.5 
Vietcransvlandractound: Waar eeeee Gono. os halve acres 280.0 255.6 24,4 

Less reserve for conditional benefits—Veterans Land 

IA CEA eet Aer ee Pa anh eee —22.3 —24.3 2.0 

CHAVET en eT eat aE eS rR. 4 ay ee ee eee SE 15.2 19.1 —3.9 

880.8 365.5 15,3 

SeCIMmMesAnVeStINENn tp ACCOUMU geacce. Son cere «<a eos cnhow es oa 79.0 57.1 21.9 

Moneys received after March 31 but applicable to the current 

CAFE RE TS occ) Rectias Au seats os eee! Barra 17.0 17.0 

Post Office—cash on hand and in transit..................-. 14.0 12.1 1.9 

1,291.1 1,302.0 —10.9 


( Receiver General year-end balances in London, New York, Paris and Bonn are at the Canadian 
dollar equivalent of exchange rates at March 31. 


The agricultural commodities stabilization account records the operations of 
the Agricultural Stabilization Board. It is estimated that the board’s operations 
will result in a net decrease in the account of $16 million bringing the balance as 

at March 31, 1966 to $7 million. 
j The stockpiling of uranium concentrates account records the acquisition of 
uranium concentrates in accordance with contracts entered into with the approval 
of the Governor in Council by the Eldorado Mining and Refining Limited on 
behalf of Her Majesty in right of Canada with certain mining companies. The 
balance as at March 31, 1966 at $38 million is $14 million higher than the balance 
at the previous fiscal year-end. 

The veterans land act fund was established by an Act to amend the Veterans’ 
Land Act, assented to June 30, 1965, to record advances made under the 
Veterans’ Land Act, not to exceed the amount of $380 million, for the acquisition, 
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by the Director, of properties, buildings, materials, livestock, farm equipment 
and commercial fishing equipment for purposes of the act, for sale to qualified 
veterans of world war 2 and Korea under sales agreements which carry specified 
conditional benefits if the terms of such agreements are adhered to by the 
veterans, and for progress payments to veterans during construction of housing. 
The outstanding balances in the veterans land act advances and reserve for 
conditional benefits under the category “other loans and investments’ and the 
veterans land act housing account under the category ‘departmental working 
capital advances and revolving funds” were transferred to the new account. 
Advances during the year of $64 million and repayments of $40 million bring 
outstanding advances at March 31, 1966 to $280 million. This is partly offset 
by a reserve for conditional benefits amounting to $22 million, resulting in a 
balance in this account of $258 million at the fiscal year-end. 


Advances to the exchange fund account 


Advances during the year to finance the purchase of gold and foreign 
exchange amount to $947 million and repayments to $896 million, an increase 
of $51 million bringing the outstanding advances to $2,672 million at March 31, 
1966. 

During 1964-65 advances were $699 million and repayments totalled $679 
million resulting in a balance of $2,621 million at March 31, 1965. 


Investments in special United States of America securities—Columbia 
River Treaty 


This account records the special securities issued by the Government of the 
United States of America and purchased by Canada pursuant to agreements 
made to carry out the Columbia River Treaty between the Government of the 
United States and the Government of Canada. During 1965-66 securities in the 
amount of $32 million were redeemed leaving a balance of $187 million as at 
March 31, 1966. 


Sinking fund and other investments held for the retirement of un- 
matured debt 


The holdings of $5 million in this account at March 31, 1965 were transferred 
to the securities investment account during the fiscal year leaving a nil balance 
in the account. 


Canada pension plan investment fund 


The Canada pension plan investment fund is a new account to record 
securities purchased under the Canada Pension Plan Act and the sale of these 
securities. The amount by which the operating balance of the Canada pension 
plan account in any month exceeds the estimated amount required to meet all 
payments in the following three month period is available for the purchase of 
securities of participating provinces. Securities of Canada shall be purchased 
with the excess remaining after purchasing securities of each province as required. 
It is estimated that holdings at March 31, 1966 will total $34 million in provincial 
securities. 
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Loans to, and investments in, Crown corporations 
Loans and investments in this category total $5,535 million. an i 
of $621 million over the total at March 31, 1965. ; A BRB. 18 40 


TABLE 60 
(in millions of dollars) 


Balance at March 31 I 
Loans To, AND INVESTMENTS IN, CRowN CoRPORATIONS 196 ee 
(estimated) 1965 decrease (—) 
Atomic Energy of Canada Limited ...-..........-...<. ess. 77.6 5 
‘BanloteC ana d aie cess ya ah. eee. ME eee. sande: 5.9 on ue 
CanacdianpArsenalagiuimited 45 ogee ca ots ect noe. 5.0 had —2.5 
Canadian Broadcasting Corporation...................0.... 3.0 3.0 
Canadian Commercial Corporation..............2.--s0000-. (sts Sao) 4.0 
Canadians Nationsimhailwaychee see «ite see ae ceca o. 1,489.3 1,430.6 See 
Al Canada eerie net a Ee 6.0 ORO Dee 
1,495.3 1,484.2 OL 
Canadian Overseas Telecommunication Corporation... ..... 57.8 Saal eesti 
Central Mortgage and Housing Corporation................. 2,437.8 2,137.8 300.0 
Eldorado Mining and Refining Limited..................... 8.2 8.2 
Export Credits Insurance Corporation... ............2++-0:- 10.0 10.0 
Hamme Credit © orporavlon wets spree rete ie oe 591.3 441.3 150.0 
National’ Capital Commission eee aaee te ee eee. 33.4 26.1 (oe 
Nationalsilarbours Boards: yee teein ta. cae eoteeer Seiane 203.5 199.8 Bos tf 
Northern Canada Power Commission.........-...----+-:: 30.7 27.8 2.9 
Polyaners@orporapion Wimaitedien. se oiiaeeoe) en al ee 30.0 30.0 
The St. Lawrence Seaway Authority— 
A DOLZNaNSRYE cin Soe te AOE, OES tie OT MRE A Re Rs em ee 326.5 326.5 
Deferredhin terest. ot eae oe uke secre on ce ieee 45.3 38.7 6.6 
Initeresteiree! loans .5. in, ey eee ame ao: ee eee 63.0 44.0 19.0 
434.8 409.2 25.6 
Recovery likely to require parliamentary appropriations— 
Canadian Broadcasting Corporation.................:05 28.3 14.3 14.0 
Canadian Corporation for the 1967 World Exhibition... . 37.0 37.0 
National Capital Commission—Greenbelt.............. 36.8 33.8 3.0 
102.1 48.1 54.0 
OthemCrowniC onporavionsaa, a. cecetic. sas teense © oars e ito Ts) 
0; 08082 4,914.5 620.7 


Canadian Broadcasting Corporation 

There is no change in the advance for working capital during 1965-66, the 
balance remaining at $3 million as at March 31, 1966. During the year advances 
to the corporation for the purpose of capital expenditures amounted to $14 
million, bringing the total of advances to $28 million at the fiscal year-end. 
~ Recovery of these advances is likely to require parliamentary appropriations in 
subsequent fiscal years. 


Canadian Corporation for the 1967 World Exhibition 

This is a new account authorized in the amount of $80 million by Department 
of Finance Vote L26b to record the acquisition of securities issued by the corpora- 
tion in accordance with the Canadian Corporation for the 1967 World Exhibition 
Act. The balance as at March 31, 1966 is estimated at $37 million. Recovery of 
these advances is likely to require parliamentary appropriations in subsequent 
fiscal years. 
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Canadian National Railways (including Air Canada) 

Outstanding advances to the Canadian National Railways at March 31, 1966 
of $1,495 million are $61 million more than the balance of $1,434 million at the 
previous fiscal year-end. 

TABLE 61 
(in millions of dollars) 


Balance at March 31 Taciaes 
ADVANCES TO THE CANADIAN Nationa RambwayYs ; or 
(estimated) 1965 decrease (—) 
Capital Revision Act, 1952— 
Preterred :Stockiee! vo. . eae a wot. Lau heats, 1,043.9 1,020.2 Dstt 
WP wenty=veario OMeatiONi so. eh ei sce ed een ess. 100.0 100.0 
Pinaneme and |Guarantee Act, 1960 5........ ves. oes. 2720 27.0 
Financing and ‘Guarantee Act, 1961...........00.00eeees eee 28.4 28.4 
Rettncding Act O60. cde kes sete tse ote are ee eee PUR) 238.0 35.0 
Canadian Government Railways.................cseeceeees 17.0 17.0 
AIT OaMada npc ate coe ain eee ne eee et ka eee ee te 6.0 3.6 2.4 
1,495.3 1,434.2 61.1 


During the 1965-66 fiscal year the government made available to the 
company $100 million and received repayments of $39 million. In 1964-65 ad- 
vances were $68 million and repayments were $45 million. 


TABLE 62 
(in millions of dollars) 
Fiscal year ending 
ADVANCES TO, AND REPAYMENTS BY, THE March 31 Increase 
Canapian Nationat Ramways . or 
1965 decrease (—) 
(estimated) 
Advances— 
HonmthemeninGing Onde tate at nt emma ae etal) 35.0 
For interim financing of income deficits— 
Canadian National Railways....................... 33.4 38.7 —5.3 
BGP ASR R Oe artes chor: PORE ton c/a ee ae Oe Chat 4.6 Spall 
OUR Ad VANCES’ te aern stamens 76.1 43.3 32.8 
Purchase of 4 per cent preferred stock (C.N.R. Capital 
AH onictsiCe) fe Kel val OS) ie ee Ne ee 23.0 24.7 —1.0 
99.8 68.0 31.8 
Repay ments— 
Advances for interim financing of income deficits— 
Canadian National Railways...........)........... —33.4 —38.7 5.3 
Pr Gana clas, ihe: yi x oe ee ee a cs —5.3 —6.0 0.7 
—38.7 —44.7 6.0 
Net increase or decrease (—) during the fiscal year.......... 61.1 233 37.8 


In 1965-66 the government advanced to the company $35 million for the 
refunding of debt in the hands of the public. 

To assist the company to finance further capital expenditure during the 
year, the government will have purchased $24 million of the 4 per cent preferred 
stock of the company. This stock is issued under the authority of the Canadian 
National Railways Capital Revision Act, 1952, in an amount equal to 3 per cent 
of the gross revenue of the company. 
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The government also provided the company with temporary loans of $33 
million in respect of its 1965 deficit which will be repaid when the company’s 
income deficit is charged against 1965-66 budgetary expenditures. 


At March 31, 1965 temporary loans of $3 million were outstanding to Air 
Canada in respect of its 1965 operations. An additional $2 million was advanced 
during the year for its 1965 operations. These have been repaid by the company 
during 1965-66. However, additional loans of $6 million have been made during 
1965-66 in respect of the company’s 1966 operations. 


Central Mortgage and Housing Corporation 


The balance of $2,438 million in this account at March 31, 1966 is $300 
million higher than at March 31, 1965, and comprises the Crown’s invéstment 
of $25 million in the capital of the corporation and $2,413 million in loans and 
advances. : 


Loans and advances to the corporation are $490 million in 1965-66 and re- 
payments are $190 million. In 1964-65 advances were $314 million and repay- 
ments were $92 million. . 


Advances comprise $372 million for direct lending and limited dividend 
housing, $7 million for federal-provincial projects for housing, $35 million for 
the loan and mortgage purchase fund, $36 million in respect of municipal sewage 
treatment and $40 million for university housing. | 


Repayments of $190 million are comprised of $155 million for direct lending 
and limited dividend housing, $3 million for housing, $15 million for the loan 
and mortgage purchase fund, $13 million for municipal sewage treatment and 
$4 million in respect of acquisition or construction of real estate. 


TABLE 63 
(in millions of dollars) 


Fiscal year ending 
ADVANCES TO, AND REPAYMENTS BY, CENTRAL March 31 ee 
MortGaGEe AND Housina CorRPORATION 1966 a eT Ag coy) 
(estimated) 
Advances— 
Direct lending and limited dividend housing............ 371.9 248.5 128.4 
Federal-provincial projects—housing..............-.+++- ied 10.0 =e 5 
Loan and mortgage purchase fund....................+:- 34. 9 34.9 
Municipal sewage treatment? .....0.dt. os ech ee ee see eos 36.0 28.5 9 
Mmiversity, NOUSUS i. 4. ce arti eee catchers teckel ettey eaters ter r= iare 40.0 26.5 13.5 
490.3 Suleiats 176.8 
Repayments— ™~ ; ey £ 
Direct lending and limited dividend housine 154 pe tae —155.5 —74.9 —80.6 
Federal-provincial projects—housing.............---+.-. —3.3 —4.8 ay 
Loan and mortgage purchase fund...................++-- —14.9 = rhe 
Municipal sewage treatment..........5..650eee essen ees 12.8 ase i ; 
University housing.........-.+++.0eee sees eee eee e eens —0.3 —0.2 : 
Acquisition or construction of real estate...........-.+-: —3.5 —3.5 
—190.3 —91.8 —98.5 
Net increase during the fiscal year..............cceese seen 300.0 DON 7 78.3 
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Farm Credit Corporation 

The government provides loans to the corporation which makes loans on 
farm property. The balance of $591 million in the account at March 31, 1966 
consists of the Crown’s investment of $22 million in the capital of the corporation 
and $569 million in loans and advances. At March 31, 1965 the balance was 
$441 million consisting of capital investment of $17 million and loans and 
advances of $424 million. 


During 1965-66 the transactions in the account consist of additional sub- 
scriptions by the government of $5 million to the capital of the corporation, 
loans and advances of $165 million and repayments by the corporation of $20 
million. 


National Capital Commission 

Loans to acquire property in the “Greenbelt” area increased by $3 million 
during the year bringing the balance to $37 million. Recovery of these loans is 
likely to require parliamentary appropriation in subsequent fiscal years. 


Loans to acquire property excluding the ‘Greenbelt’? area increased by 
$7 million to $33 million at March 31, 1966. 


The St. Lawrence Seaway Authority 

Outstanding loans in this account at March 31, 1966 amount to $390 million, 
an increase of $19 million over the previous fiscal year-end balance of $371 
million. There are no repayments. 


Deferred interest increased by $7 million during the fiscal year bringing the 
balance at March 31, 1966 to $45 million. 


Other Crown Corporations 


Loans to Atomic Energy of Canada Limited are estimated to increase by 
$12 million during 1965-66, loans to Canadian Commercial Corporation by $4 
million, loans to the Canadian Overseas Telecommunication Corporation by 
$3 million, loans to the National Harbours Board by $4 million, loans to the 
Northern Canada Power Commission by $3 million and loans to Canadian 
Arsenals Limited to decrease by $2 million. 


Loans to national governments 


There is a net increase of $55 million in this category bringing total balances 
to $1,344 million at March 31, 1966. 


The Government of the United Kingdom deferred the payment of principal 
and interest due December 31, 1965 on the $1,185 million loan made under the 
$1,250 million credit authorized by the United Kingdom Financial Agreement 
Act, 1946, the principal outstanding at the close of the year remaining at $995 
million and deferred interest increasing by $19 million to $83 million. The 
deferment of principal and interest is by an agreement between the Government 
of Canada and the Government of the United Kingdom that was approved by 
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a 1957 Act to amend the United Kingdom Financial Agreement Act, 1946. The 
agreement, which became effective April 29, 1957, permits the United Kingdom 
in lieu of any right of waiver hitherto existing to defer after December 31, 1956, 
seven instalments of principal and interest under certain conditions. Interest 
at 2 per cent is payable on deferred instalments of both principal and interest. 


Advances under Part II of the Export Credits Insurance Act to Belgium, 
France and The Netherlands to assist them in the purchasing of goods in Canada 
were reduced by a repayment of $2 million, bringing the balance at March Sis 
1966 to $125 million. The decrease of $2 million is the regular annual payment 
by the Government of Belgium. There are no repayments by the Governments 
of France and The Netherlands as each of these countries had made advance 
payments in 1962-63 covering instalments up to and including the 1969 instal- 
ment. 


Loans under the Export Credits Insurance Act, sec. 21A amount to $121 
million, an increase of $39 million over the March 31, 1965 total. 

Special loans by Canada to Colombo plan countries to finance the purchase 
of wheat and flour from Canada amount to $7 million, a decrease of $5 million 
from the previous fiscal year-end balance. 


Loans to India for the purchase in Canada of aircraft and associated parts 
at $7 million are $2 million less than at March 31, 1965. 


Special loan assistance—developing countries account is a new account 
which records loans, not to exceed $50 million, which are subject to terms and 
conditions as the Governor in Council may approve, for the purpose of under- 
taking agreed upon economic, educational and technical projects. The balance 
in the account as at March 31, 1966 is estimated to be $6 million. 


TABLE 64 
(in millions of dollars) 


Balance at March 31 Lterewes 
Loans To NATIONAL GOVERNMENTS 1966 or 
(estimated) 1965 decrease (—) 
Loans to United Kingdom— 
The United Kingdom Financial Agreement Act, 1946... 995.1 995.1 
Dererred interest fo. aa: ook sates hess poe eae Mae eras 83.0 63.8 19.2 
1,078.1 1,058.9 19.2 
Loans under the Export Credits Insurance Act, Part II— 
leaieiitt,..eneee Deora ike ote Ae edhe ove erarert son; ot te Pe th Or te Fae 25.4 PS —2.3 
VENER C oe OB, sets ae OR ARRON A TE CAE Tc 21 6 De CRN eeocrel aon err e 67.0 oie i 
PSOE SS Mi iad LF SIPS 324i ; 

‘thes Neher ands: 102 su sae pi eae aig 
Loans under the Export Credits Insurance Act, sec. 21A...... 120.8 81.8 39.0 
Special loans to Colombo plan countries to finance the pur- 

chase of wheat from Canada— 
‘CS Kohala a ous Behe Ab Be boo GB a AOE nasa cle ot cota OOe 0.6 0.8 —0.2 
Bae oe Sc, oc BMS oss Nace yo Se RS 6G arias 6.4 10.7 —4.3 
7.0 11.8 —4.5 
Miscellaneous loans and advances— : 
India—loan for purchase in Canada of aircraft and asso- gt 
Clabedispare Palos: see seem a ils cutee as Paik ® 6.5 8.6 —2), 

France—interim credit—consolidated interest........... 0.7 ONT a 

Special loan assistance—developing countries...........- 6.1 ety ; 

(Ov Oe Sea. yeoees ABE ope aD OMe S 0.1 ; f 

13.4 9.4 4. 
1,343.8 1,288.4 55.4 
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Other loans and investments 

Balances in these accounts total $1,037 million at March 31, 1966, $129 
million more than at the end of the previous fiscal year. 

Canada’s subscriptions to the capital of international organizations are $15 
million higher due to additional subscriptions of $15 millon to the international 
development association. Working capital advances and loans to international 
organizations at $8 million are the same amount as at the previous fiscal year-end. 


TABLE 65 
(in millions of dollars) 


Balance at March 31 


Increase 
OrtHER Loans AND INVESTMENTS or 
(ostinnated) 1965 decrease (—) 

Subscriptions to capital of, and working capital advances and 

loans to, international organizations— 

Canada’s subscriptions to capital of— 
International bank for reconstruction and develop- 
BO GLEN IU Bnet RSET TIE oy Bs te NI ate em, ONE Mic aes y late, 80.5 80.5 

International development association............... 55.7 40.7 15.0 

International finance corporation...................- als 3.0 

International monetary fund...?.....:212.2..025. 2. vives! Olid 
Working capital advances and loans to international or- 

ganiwations:.. Sai) Mite. Coie dane) RRBs ay FTCA, 7.8 as 
724.8 709.8 16.0 
Loans to provincial governments— 

UDGrbatcresatn he cotke ce tyra Rees Arse Se ne 2 eee me 5.9 6.3 —0.4 
BritishiGolumbiaiiie eb Pe be &. Sere eee 1352 12.5 0.7 
INT STO at) ttersce epee retusa ee Ete ee 10.5 10.7 —0.2 
INewerumswiGk wert re .mittritns ce « ok aan are eee ee eee 33.8 Bye} 0) 
INewiouadilein Gites ve et ee ected a ce pa. ee 6.5 0.5 6.0 
INOW SCOUAcE.% oc on cae owe RECs der Ae Ene paler’ sil 14.6 
pasa t Oh Swan dav. o inact artes aoe cance ap tek ee eee 29.5 28.5 1.0 

121.1 98.4 22.7 
Municipal development and loan board advances............ 124.4 9.4 115.0 
Less reserve for forgiveness of indebtedness.................. —7.0 —1.8 —5.2 
117.4 7.6 109.8 
Miscellaneous— 
Assisted passage scheme (section 69, Immigration Act, 

Roe LO52 hea ces erate memes Cannes stein 5.0 Be ies 
Balances receivable under agreements of sale of Crown 

ASSCUS ee Menace toe septs Pek ces at y APO | ee ee ee 2.4 4,2 —1.8 
City of Montreal— 

PATE WAST CUMIN onc, . och 1..c- cee ee ene eitien Fone eee 1.8 1.9 = O51 

St: Remi-timoell.” <7 26) - oe eae Cee eee eee 1.0 = Lal 
Gitiy Ob W bitehOrsekwcd. dckeaunn a tee ce ote oe ee 1.9 2.0 == 0 
Construction of dock and rail facilities for muegP Rock 

Tron Mines Limited. . ’ Ct yh tee 0.9 thet a) 
Crown Assets Disposal Corporation— 

Government equity in agency account. . 8.1 5.5 2.6 
Dominion Coal Company Limited. . 4.5 4.5 
Hamilton Harbour Commissioners. . Wf Lisi 
Housing projects for Canadian fortes en ee 20.9 20.4 0.5 
Municipal Improvements Assistance Act, 1938........... 0.8 0.9 —0.1 
New Westminster Harbour Commission Je AE ee SF 1.3 1.4 eu 
Worthwest) herrivOries’....jccnsieeny seen ce cnn en tenl 3.9 3.2 
Old age security fund—temporary loans.. Le enh te 25.0) —25.0 
Ottawa civil service recreational association Te: 

W. Clifford Clark Memorial Recreational Centre... ipl 1.0 0.1 
Town of Oromocto Dev es Corporation... 76% 2. 1.1 1.2 0M 
YouleoneWerritoryee icin). dans sel inl oe tie 6.6 4.9 Wei 
Recovery likely to regres parliamentary appropriations, 

Town of Oromocto, New Brunswick...........+..... 3.8 3.8 
EOI te escy Rae oss. 50d sills: 3 Re Ree tae ne 4.6 4.2 0.4 

73.6 92.3 —18.7 
1,036.9 908.1 128.8 
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Loans to provincial governments are estimated to increase by $23 million 
due mainly to additional advances of $15 million to Nova Scotia and $6 million 
i Newfoundland made pursuant to the Atlantic Provinces Power Development 

ct. 

Under the Municipal Development and Loan Act advances are made to the 
Municipal Development and Loan Board to provide financial assistance by way 
of loans to municipalities to augment or accelerate municipal capital works 
programs. Where the municipal project in respect of which a loan is made is 
completed on.or before September 30, 1966, the board shall forgive payment to 
the municipality of 25 per cent of the principal amount of the loan. If a project 
is not completed as at September 30, 1966, the board shall forgive 25 per cent 
of that portion of the loan that has been advanced to the municipality as of 
September 30, 1966. Advances of $124 million at March 31, 1966 are partly 
offset by a reserve of $7 million for forgiveness of indebtedness. At March 31, 
1965 advances were $10 million, partly offset by a reserve of $2 million. 

Miscellaneous loans and investments totalling $74 million reflect a net 
decrease of $19 million from the March 31, 1965 total. The decrease is due 
mainly to the repayment out of the old age security fund of temporary loans 
of $25 million which were outstanding at the previous fiscal year-end. 


Securities held in trust 

Recorded herein are the security holdings of various deposit and trust 
accounts and annuity, insurance and pension accounts. Bonds and certified 
cheques held in connection with contractors’ securities included in the deposit 
and trust category are also recorded under this heading. The balance at March 31, 
1966 of $172 million is $119 million more than the previous fiscal year-end balance 
due mainly to an increase of $115 million in holdings under the Municipal 
Development and Loan Act. 


Deferred charges 

The balance of $258 million in this account is $50 million more than at 
March 31, 1965, reflecting an increase in the unamortized portions of actuarial 
deficiencies in the superannuation accounts and a decrease of $3 million in un- 
amortized loan flotation costs. 


Unamortized portions of actuarial deficiencies 

These accounts record the unamortized portions of the actuarial deficiencies 
in the Canadian forces, the public service and the Royal Canadian Mounted 
Police superannuation accounts which are set up as deferred charges. 

Due to salary revisions in 1965-66 additional amounts were credited to the 
superannuation accounts to cover the estimated actuarial liability and recorded 
as deferred charges. Consistent with established policy these amounts are amor- 
tized over a five year period. The current adjustments for the additional lability 
were $17 million in respect of the Canadian forces superannuation account, $78 
million in respect of the public service superannuation account and $1 million 
in respect of the Royal Canadian Mounted Police superannuation account. 
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Credited to these accounts and charged to budgetary expenditure for current 
and prior actuarial adjustments were $17 million in respect of the Canadian 
forces superannuation account resulting in a balance of $54 million, $26 million 
in respect of the public service superannuation account resulting in a balance of 
$93 million and $1 million in respect of the Royal Canadian Mounted Police 
superannuation account resulting in a balance of $4 million. 


Unamortized loan flotation costs 


This account records the residual balances of discounts, commissions, 
redemption bonuses and conversion premiums on loan flotations that have not 
been charged to budgetary expenditures. The balance of $108 million is $3 
million less than the previous fiscal year-end balance. 


TABLE 66 
(in millions of dollars) 


Fiscal year ending March 31 
Unamortizep Loan Fioration Costs 


1966 
(estimated) 1965 


Balance of account at beginning of fiscal year....................0200:- Tl Oey 123 64 


New flotation costs to be amortized— 

4797, loaned ulyelepl O65 JUNE Aan OG innate eo aeneire citer setae eens 

yl Kye hited fudlbia 1 AI s—a bie 1 IO), OE Bod coos ddceonoacouenonsne 

By eeAillovehay Siyoyns Ul, Woy opns th, MOR aaado ongaducsacaaucounnooes(: 
TO NOaAn Sepiadin OG5—— Oct. ln L969 eee tae ete pee a 
Ac, loan Decale! 965— Deck 151 G60temmea cctore e eee oe eee 
ao loanelec: 1) L965——A pr lel OG9 6 fae eee Rare aee sree eee ree 
BOF Mousa IOS als ys Ores il MW cach boom n5ue coseacnnaresosne 
497, toa Heb: a, -1966—A pre IO Ae kk etree. fhe eee 
bE ey Kovsnowd shat ob. bey MSF — obi esy dbs TENA Me ation eh woven aso eiar donate a nee 
Ad dstments Oe pase... eee ee ee ee eee, 
Treasury bills: discountas.seheeeyy. 4 oe e tee eee oe. oe eee ee 
Canada savings bonds—adjustment of previous issues 
Canada savings bonds—new issue 
33% loan May 1, 1964—July 1, 1965 
57 Joan Mayall 1064 July; 19GON sae aeree coerce wc ee 
54% loan May 1, 1964—May 1, 1990 
34% loan Oct. 1, 1964—Dec. 1, 1965 
32% loan Oct. 1, 1964—Oct. 1, 1967 
5% loan Dec. 1, 1964—June 1, 1971 
33% loan Feb. 1, 1965—May 1, 1966 
5% loan Feb. 1, 1965—Oct. 1, 1973 


or 


een 
— | 


— 
RNROFONWNOWAOWO 
WAMArMHOPwWwWowWoonws 


ORM AINONCOrKrONF SO 
COMO PWN OF DS tO 


41.2 


cs 


Less— 
Amortization applicable to fiscal year— 
Canada savings bonds and general loans....................... —30.8 —36 
Discount on treasury bills charged to interest on public debt...|—13.2 —13. 


wo > 


Increase or decrease (—) during the year...............eccseececesases —2.8 —13.0 


Balance of account at end of fiscal year.............0ccccececcecceceees 107.9 110.7 


(©) Adjustments due to additional issues of existing loans. 


Cost of new loans issued during 1965-66 and charged to the account amounts 
to $41 million, of which $16 million is in respect of treasury bills discounts which 
will be charged to interest on public debt in 1966-67. Credits to the account are 
$44 million, of which $31 million is a charge to the budgetary item “annual 
amortization costs” and $13 million (representing discount applicable to 1965-66 
on treasury bills sold in 1964-65) is a charge to the budgetary item “interest on 
public debt’’. 
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Capital assets 


Assets of the government such as land, buildings, works and equipment, 
etc., that are charged to budgetary expenditure at the time of acquisition or 
construction, are included in this category and are shown on the statement of 
assets and liabilities at a nominal value of $1. 


Inactive loans and investments 


Loans and investments which are not currently revenue-producing or realiz- 
able are recorded herein. Included are the loan of $49 million to China under the 
Export Credits Insurance Act, loans of $24 million and $7 million made to 
Roumania and Greece in 1919-20 and 1920-21 respectively and advances of $15 
million in respect of the implementation of guarantees (Ming Sung Industrial 
Company Limited). 


Reserve for losses on realization of assets 


The balance of this account at March 31, 1966 was $546 million, unchanged 
from the end of the previous fiscal year. 


Net Dest 


The net debt of Canada, or the excess of liabilities over net recorded assets, 
is expected to be $15,538 million at March 31, 1966, $34 million higher than at 
March 31, 1965 reflecting the estimated 1965-66 budgetary deficit of $34 million. 


THE CASH POSITION 


The government’s cash account represents balances of current and special 
deposits to the credit of the Receiver General of Canada in the Bank of Canada, 
chartered banks in Canada and certain banks in London, Paris and Bonn. 
These balances are expected to total $642 million at March 31, 1966 compared 
with $682 million at March 31, 1965, a decrease of $40 million. 


The cash position of the government is affected not only by budgetary 
transactions but also by changes in the government’s unmatured debt and other 
non-budgetary transactions. Non-budgetary transactions are those which 
affect the government’s asset and liability accounts and must be taken into 
account when considering the full scope of the government’s financial operations 
and their effect on the economy of the country. 


On the assets side, the non-budgetary transactions consist, for the most 
part, of loans and advances to, and repayments by, Crown corporations and 
other government agencies and funds (including the old age security fund), 
national, provincial and municipal governments, international organizations, 
veterans and other borrowers. On the liability side they relate mainly to receipts 
and payments in connection with the many deposit and trust accounts, and 
annuity, insurance and pension accounts held or administered by the govern- 


ment. 
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The following statement summarizes both the budgetary and non-budgetary 
transactions for 1965-66 and indicates their effect on the government’s cash 
position. For purposes of comparison the corresponding figures for 1964-65 are 
also shown. 


TABLE 67 


(in millions of dollars) 


Fiscal year ending March 31 
CHANGES IN Casx# PosITIOoN 1966 
(estimated) 1965 
Budgetary transactions— 
IEVeh 2) sible ech ee Rae oon Ein cha ema eclape pena caine eA 7,673.0 7,180.3 
ix penditarer® «teen ae ceitec ee Gene aes —7,707.0 —7,218.3 
Deficit..... Willen oh & wait. fh oat et: —34.0 38.0 
Non-budgetary transactions (excluding unmatured debt 
transactions )— 
Receipts and credits (net)— 
Repayments of loans, investments and advances... 76.0 —103,7 
Annuity, insurance and pension accounts............ 705.3 544.8 
(Girl aYs) eee oe WS ee ae Sea a etre ony, eae Ere 2d 288.5 88.7 
1,069.8 629.8 
Disbursements and charges (net.)— 
Loans, investments and advances...... anfepe 3 wey ehis —946.8 —476.2 
OL ALTGN seme ao, Seo chroot ater oe es te aes eter oa ree — 276.3 —437.8 
—1,223.1 —914.0 
Net amount received from, or required for (—), non- 
budgetanyatransactionstus.... hoes. oe eee —153.3 —384.2 
Overall cash requirement (—) to be financed by increase 
in unmatured debt or decrease in cash balances... —187.3 —422.2 
Net increase in unmatured debt outstanding in the 
hands of the public— 
Unmatured debt— 
Canadaisavinizs DOondsas. exsist ie octane ed 204.7 460.1 
Market isstiesicgtvis S2saiire ates Sh cele d:.ate nae —154.9 —175.0 
ibréasury billss eeccescennc ee a cetaa eek eae nian ppae ie 10.0 —90.0 
Special issues to the Unemployment Insurance 
Commissiontes., AAs. Ae 104.0 43.0 
163.8 238.1 
Securities investment account........3......60000e000- 21.9 42.8 
Sinking fund and other investments................... 5.4 Sun 
147.3 275.5 


Net increase or decrease (—) in Receiver General cash 
Walamces:s.2e s.; See ke 099 ee Ee Be res en —40.0 —146.7 
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In 1965-66 a deficit of $34 million and net requirements of $153 million for 
non-budgetary transactions (excluding unmatured debt transactions) result in 
an overall net requirement of $187 million and as there is an increase of $147 
million in outstanding unmatured debt there is a reduction of $40 million in 
Receiver General bank balances. In 1964-65 a budgetary deficit of $38 million 
and net disbursements of $384 million for non-budgetary transactions (excluding 
unmatured debt transactions) resulted in a net cash requirement of $422 million 
and as outstanding unmatured debt increased by $275 million, Receiver General 
bank balances decreased by $147 million. 


Non-budgetary receipts and credits (excluding unmatured debt transactions) 


As shown in the previous table, non-budgetary receipts and credits total 
$1,070 million in 1965-66. Further details are presented in the following table: 


TABLE 68 


(in millions of dollars) 


Fiscal year ending March 31 
Non-Bupesrary Receipts anD Crepirs (Net) Sry ies Peet ae 
(estimated) 2 
Repayments of loans, investments and advances— 
Agricultural commodities stabilization account................--eeee ee 16.2 40.8 
Ganadian Arsenals Limited ancceearccccesstvs codecddracndanateeetedtoss 2.5 
Special United States of America securities (Columbia River Treaty).. 32.3 —219.5 
(DiIGLEre Tete LAN ANU Se 5 noes 0.0 GOERS ume OOO Ee AOcnmiC yo Aappysa.c-0 "ee? 257.0) 75.0 
. 76.0 —108.7 
Annuity, insurance and pension accounts— 
Public service superannuabion ACCOUNT... 2.60.0 cccccce sees snes we snes 224.0 305.4 
Canadian forces SUPCTANNUA LION ACCOUM iy noccarcten a rsercnencnroxn sh enatnaeraeee tiene 163.0. 206.6. 
(OUGIDEYS Serban nile le cee ae con pale SEM mam h Occ ou ORO One oneectue tac: 215.0 
G@anace pension plan ACCOUM tr aie sey tense ier Toe cist te erase tas siesta a tA 80.0 
(CA ITe eo eo A TPA, ee ER AR oer esetcurhtin dicts in CROTON 1g 23.3 32.8 
705.3 544.8 
Other receipts and credits— 
Outstanding (reasurys COECQUCS q.cpanaeiys hos hot anlar hae De dene OT of 37.8 —4.5 
IKGCOUDTS DAVADIC: 644 chp Ae 6 pas Big) deoe a ee arose asset td airs a ts 49.0 21.2 
@ashun handa of collectors andanitransitdeass.- cry. aes rss ta oer eerie: 10.0 —12.4 
Intenest Gue and outstanding@sateas. Aer clare on. te fore - peeoies- hia 15.0 10.1 
Interest accrued 1¢4.; aetney. APeaat 02s, teh ene eben ©. AIEEE RAISE a kg eke 36.4 15:2 
Provincial tax collection agreements account...........-.0+seeee ee eee 1.9 59.2 
Security deposits—Municipal Development and Loan Board........... 115.0 9.5 
MI IETOCRCTCCL IU Ce ete 2 Meee Ron Mime ete. est sealenere ei 21/41 ele eoyemel eoeare 22.9 —6.2 
Gia EE ee ADS: orek ic eA RPA Teil: sts etentlods oa. aka gttatePeukam eccof elton’ « Jews iar 
1,069.8 529.8 
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Non-budgetary disbursements and charges (excluding unmatured debt 
transactions) 


As already indicated, non-budgetary disbursements and charges are $1,223 
million in 1965-66. Further details are presented in the following table: 


TABLE 69 
(in millions of dollars) 


Fiscal year ending March 31 


Non-Bupgetary DISBURSEMENTS AND CHARGES (NET) 


(estimated) 1965 
Loans, investments and advances— 

Meterans, WanGwAGhadwalGeSs. orden cen tinee echoes onntkttne bus rneiawe cotare 26.4 14.3 
IHxCbanee LUT Gs ee isp e oe ade kel Re eats pos hotoie Chek ysis ae eas a Re Peake 51.0 20.0 

@anada pension plan investment account....-.....204.. ccs. e seeks cee. 34.0 
Atomuicsinensy.o: Canada lbimitedsanseeneee ees octet ae ee 11.9 12.0 
Canadiani Commercial Cornporahionsen ner erie tre een reine 4.0 —2.0 

Canadian Corporation for the 1967 World Exhibition................... 37.0 
Canadian National Railways (including Air Canada)................... 61.1 PBR} 
Canadian Overseas Telecommunication Corporation..................-. 2.7 —0.4 
Central Mortgage and Housing Corporation..................e+es++0ees 300.0 OPAL a 
Parimin@ recite @ onporavionenscreciyn nina eet he tence ones 150.0 102.4 
INationalk@ anitall@ onaimissionss...1+.cl-c some oie ie leei ins > eel terra tocie 10.3 6.9 
INetionalgiian to Ours ES OS Gry custs vos sue 7, ope Palate occualetccs, «lene Reva s aac tha choise ee Bo NGE 
Northern Canadapeower. Commissions snc neers eens 2.9 5.4 
he St. lawrence Seaway AubbOnitivan:2co aed see sc ome. one oe ee 25.6 —6.5 
Canadian’ Broadeastine:Corporation.. 42.22... fvee.<c 4 donee on oe es eee 14.0 14.3 
INationalgoyernmments eceice ecclesia en ee ee ae oe Done: 44.3 
International Development Association (subscription).................. 15.0 7.9 
Provincialigovernimentsa snr tise et eee ee 22.7 —4.8 
Municipal Developmentiand Loan Board (net)..................0.0000- 109.8 7.6 
OCDE Pap cree ee eect aes een Pereira 6c, Mae ee OPT Aly crete 9.3 8.1 
946.8 476.2 

Other disbursements and charges— 

Deterred Chargesuer hess ena eee olice Gch er een Ten one eck 49.6 204.5 
pecurities nel dhingpriehya sine ae eG he eter cic Meine ae ae eee ae 118.8 14.2 
Redemption of non-interest-bearing notes payable on demand.......... 107.9 219.1 
276.38 437.8 
TORS i 914.0 


THE PUBLIGCsDEBT 
Gross and net debt 


The gross debt of Canada, or the total of liabilities as recorded on the state- 
ment of assets and liabilities, is estimated at $27,617 million as at March 31, 
1966, an increase of $1,044 million over the total at March 31, 1965. The main 
changes are increases of $705 million in annuity, insurance and pension accounts, 
$158 million in unmatured debt and $122 million in deposit and trust accounts. 
Unmatured debt at $19,137 million represents 70 per cent of the total and 
annuity, insurance and pension accounts at $6,381 million represent 23 per cent. 
At March 31, 1965 unmatured debt was $18,978 million or 71 per cent and 
annuity, insurance and pension accounts totalled $5,676 million or 21 per cent. 


The government’s net recorded assets are estimated at $12,079 million as 
at March 31, 1966 an increase of $1,010 million over the total at March 31, 1965. 
The main changes are increases of $621 million in loans to, and investments in, 
Crown corporations, $119 million in securities held in trust and $129 million in 


217 


other loans and investments. Loans to, and investments in, Crown corporations 
represent 46 per cent of the total and advances to the exchange fund represent 
22 per cent. At March 31, 1965 loans to, and investments in, Crown corporations 
were $4,915 million or 44 per cent and advances to the exchange fund were 
$2,621 million or 24 per cent. 


The net debt of Canada is estimated at $15,538 million as at March 31, 
1966 reflecting an increase of $34 million, equivalent to the 1965-66 budgetary 
deficit. 


TABLE 70 


SraTeMENT or Pusiic Dest, UNMATURED Dest, Net Recorprep Assets AND Nut Dzst or CANADA 
(in millions of dollars) 


Gross Public Debt Less _ Increase 
He al Siarch SL es bpnmeinear Guia =| a > PV nemtd fo maene rae 
debt liabilities assets fiscal year 
LOGD:. Heer eer som earasonsrs 16, 945.7 5, 962.1 22, 907.8 9,679.7 13, 228.1 791.0 
1 ee ee cene Hane nlonec. omar ate 17,961.8 6, 837.4 24,799.2 10, 879.5 13, 919.7 691.6 
POOR aan 1a 18, 740.1 7,183.3 25, 923.4 10, 853.3 15,070.1 1,150.4 
IL neean BGO eons moor ots 18, 978.2 7,595. 2 26,573.4 11, 069.0 15, 504.4 434.3 
1966 (estimated)............ .| 19,136.6 8,480.5 21 Old ak 12,078.7 15, 538.4 34.0 


a ee SS SSS 


Unmatured debt 


Total unmatured debt of $19,137 million is $158 million more than the 
balance at March 31, 1965. 


GROSS AND NET DEBT NET DEBT AS AT MARCH 31 
Billions of Dollars Billions of Dollars a 
Fiscal Years Ended March 31 ey fs are 20 


NET DEBT <2 


seeetants 


KOA 


196. 63 64 68 66* 


* Estimated 
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The government’s holdings of its own securities as at March 31, 1966 is 
comprised of $79 million in the securities investment account (of which $31 
million is in respect of the employees instalment purchase plan). This is an 
increase of $17 million over the previous fiscal year-end total when holdings 
were $57 million in the securities investment account (of which $31 million was 
in respect of the employees instalment purchase plan) and $5 million in the 
sinking fund and other investments account. 


Of the total unmatured debt, $18,766 million is payable in Canada and 
$371 million in New York. Securities payable in New York have been valued at 
the official parity rate of $1 U.S.=$1.08108 Canadian. 


TABLE 71 


(in millions of dollars) 


Fiscal year ending March 31 


UNMATURED Dest TRANSACTIONS 


(estimated ) 1965 
Balance atybesinningioteyedites aster ene et eine eee 18,978 18, 740 
New issues— 
For cash— 
Canada’sayings bonds series 18.....2.°.0..8...0 sok. ds nee 99 
Canada savings bonds series 19)... cc ones +occeee esc. cccn sus : 89 1,011 
Canada savings bonds series 20 (net)............00ccceceeee ee. 879 
Miamicebalbl 6b Oi Gs sv cen. paear ae Jai eae renpipns fon ehaeinresersbiotbwhhoweesewin cee 1,550 1,975 
Non-marketable bonds (Unemployment Insurance Commis- 
SLOT) Beers SaeRE ee certs ene cee oe ln een AR an oR Oa Oe 144 87 
Weelshyatreasuny. billsi (net) nameaan, a cena ee 10 10 
2,672 8,182 
By renewals and conversions— 
PET OUA LOS MONU Gr. . Lewis alone Meee eee ree ed oe 250 
Dotal nen iceties te vv use bee OS nye a he ene eel oe 2,672 3,432 
Less— 
Matured marketable bends: soc. sts ydee ies ales Senge Me oes - 1,705 —1,850 . 
{ Redeemed non-marketable bonds (Unemployment Insurance Com- ( 
TUISHBOUN Or cri eee cla Nivel lee RRA Be MCE eee —40 —44 j 
KORN OLST ONG ieee ane sae We, Meade, ee a ee — 250 { 
. Canada savings bonds redeemed or matured...................... —763 —650 | 
peone-year treasury pills (net).).;, 7.08 ee eee ee —100 
— 2,508 —2, 894 
Unmatured marketable bonds (redeemed or Cuncellech) neater —5 —3 
—2,513 —3,194 
Tnereasp an unmMAcured Tooth sek acs Seed cog va be don anes ochareee nce 159 238 
Balance Bt endi dim cars: ae.) trap’ Ov eet 245 .£ ook eltana are 19,137 18,978 


Summary of security issues, maturities and redemptions 


_ Excluding the refunding of treasury bills which mature weekly, the govern- 
ment has issued securities of $2,672 million and redemptions and maturities 
total $2,513 million. 


Net sales of Canada savings bonds series 20 are $879 million and additional 
sales of series 19 are $89 million. Redemptions and maturities of series 8 to 19 
‘total $763 million, The net increase for all series is $205 million bringing the 
total of outstanding Canada savings borids to $5,757 million. 


219 


Treasury bills in the amount of $2,150 million consist of $1,370 million in 
three-month bills and $780 million in six-month bills. 


TABLE 72 
Dest MatuRED OR CONVERTED DURING THE FiscaL YEAR ENpinG Marcu 31, 1966 
(in millions of dollars) 


—- Matured Redeemed Total 
Marketable bonds— 

AE atti OY DEST SS AO WOR oe erie pe ECE M eona REE, ERO ee AT 15 110.0 110.0 
AO OGRE 0) Mewea ar tiemte ie tor: Sits Nmap 0 16 As 25 iss ales = Ci 90.0 90.0 
aU MO GAO RM: Arn waEARRa ee: ta Set. ita Git tits alates aU eeay CT 10 400.0 400.0 
a AY Aa Ot G1 Bacio cc ai Th 3 ERS Pace CeNO Gata a OF RU Rio eae Aly eH 449.9 449,9 
SUC NOGA O52 anes Ae ee Olde Se See e che Mees ced sos Cris 325.0 325.0 
BOAR Bias Ob code Bom OGRA SOs Am AR OOe Oc eee AT 19 225.0 225.0 
eS 106466): Ree RN ta SPM eats ihe 8M httec tos OUD ey 105.0 105.0 
SOA LOGE Sm CONROE LOAD) bre See a pt re iL esos se « 5.4 5.4 
1,704.9 5.4 Ly LO te 

Non-marketable bonds— 
Canadarsavinas bOndsisse:cccm ions ome dohletas emcee 43.1 43.1 
CGanadarsavangsibonds; S1s=lOM aes aoe tenes eee ses 719.8 719.8 
Unemployment Insurance Commission, 43%..........-.. 40.0 40.0 
1,748.0 765.2 2 plead 


TABLE 73 
New Securitms Issuep Durine Fiscan Year Enpine Marcu 31, 1966 
(in millions of dollars) 


Price | Yield at Total Amount 
—— to price to amount issued for 
government | government issued. cash 
per cent 
Marketable bonds— 
3207) 1OGD—OG sae ene tes «veers CT 16 99,33 4.32 150.0 150.0 
8207 1964/65-67, 2-5 cre uae ceesoee CT 14 98.55 4,37 175.0 175.0 
Be ODD OO tana c ele larekelatsiela sel segeinis CT 20 99.00 4.79 205.0 205.0 
G7 SAGO 00 sete eps eee oes acre: CT 22 98.85 ssi 5) 150.0 150.0 
NY Pee iy (acnmarrond dotias oC totes ocr CT 25 98.70 5.16 170.0 170.0 
x BROT NOGD—Oler aa. acre le ee oes ys: CT 18 99.50 4.52 50.0 50.0 
AG 1065-09 do dea ce eis siece ase sae CT 23 100.25 5.41 100.0 100.0 
HO OGD — One aecitaeicree ee iis stn CT 19 99.75 5.06 125.0 125.0 
SO NOGG— (On etre us Me es cues ewes CT 19 98.50 5.38 50.0 50.0 
G27 ih’ lieynac Goa ob. oor oomnpnUgopee CT 24 100.00 5.50 50.0 50.0 
52% 1966-80. 3... 0.2... cee ene CT 26 100.00 5.50 80.0 80.0 
AO VOCS BOO. dw cee eee beeen CL 21 100.75 5.29 145.0 145.0 
5+ 1964/65-90........----- 1. -eees Cr 98.50 5.36 100.0 100.0 
1,550.0 1,550.0 
Non-marketable bonds— 
Unemployment Insurance Commission— 
OER EAOc AROS STAC t a uGOOCC Kar ane 100.00 4.50 80.5 80.5 
AY ee tce do pic NOUR GOMOOC Oe ONnar 100.00 4.875 63.5 63.5 
Canada savings bonds— 
Nov. 1, 1964—Nov. 1, 1974 
eee pn icte soe e rast yee et Ss 19 100.00 5.00 89.1 89.1 
Nov. 1, 1965—Nov. 1, 1975 
44-519 (net)... .nceceeees S 20 100.00 5.08, 878.6 878.6 
Weekly treasury bills (net)..........----++++5 10.0 10.0 
2 Oi lad. 2,671.7 


Interest rates 
The average interest rate on the eovernment’s unmatured debt rose to 
4.43 per cent during the fiscal year from 4.32 per cent at March 31, 1965. 
The yield on three-month treasury bills which was 3.62 per cent at tender 
‘on March 25, 1965 was 4.92 per cent at tender on March 17, 1966. 


220 


The yield on six-month treasury bills which was 3.73 per cent at tender on 
March 25, 1965 was 5.15 per cent at tender on March 17, 1966. 

The following table shows the high and low yields together with the yield 
on the latest issues for the fiscal years 1961-62 to 1965-66 inclusive: 


TABLE 74 
TreAasuRY Bu Yietps at TENDER 


Fiscal year ending March 31 High Low Last issue 
per cent per cent per cent 
Three-month bills— 
BOG ie certs teen a ea Mors Silo te eee MO sexe a ees, < Nid a 3.34 2.26 3.12 
DOGS scinatec Raps mosie eke calc Eis Es ee Soe SCL 3.04 3.62 
DO Or ae ne ecacee iene Tai arsest hs ie ee ee es ee a 3.90 3.19 3.88 
LOE acne cle Ness cid eee RR Te en eg ek Pt en 3.87 Sei) 3.62 
DGG) Pees cs eon a rasa vec0e cde ET Ce ra Te ne ira 4.92 3.61 4,92 
Six-month bills— 
LU ae Scant aarp acne at ee are | 8 3.49 oo 3.29 
SUS Aout cael SEU SAS ce emer Le TL RET os! 5.74 3.19 3.74 
TY TERS eS SRR RTC AAEM RRR ceria old oe? een Rp ee magn 4.06 3.30 4.04 
OGG ever in rater eccciee, We tS Mine et re eee 4.06 3.69 3.18 
LOGG sasctesiact seo Cea oe ee em ee fap 55 3.70 5.15 


At tender on March 17, 1966. 


AVERAGE INTEREST RATE ON UNMATURED DEBT 
As At March 31 
6 poets Per Cent 


nae nee [tilled aide Le ledbeal: thal Jt ahaa 


Ost ssl fol oe eed ei | 
eee : 1935 1940 1945 1950 1955 1960 1966* 
stimate 


Indirect debt or contingent liabilities 


__ dn addition to the direct debt as set out in the statement of assets and 
liabilities, the government has assumed certain indirect or contingent liabilities. 
These consist of securities of the Canadian National Railways, guaranteed as 
to principal and interest, the guarantees of insured loans made by chartered 
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banks and other approved lending institutions under the National Housing Act 
deposits maintained by the chartered banks in the Bank of Canada, advances 
under the Export Credits Insurance Act and bank loans under a number of 
Federal Statutes. 
TABLE 75 
SumMMarRy or Inpirect Dest or ContiInGcentT LrasiLities (estimated) 


Amount of Amount 
——— guarantee outstanding 
$ $ 
Railway securities guaranteed as to principal and interest(0— 

. Canadian National 2$% due January 2, 1967................... 50, 000, 000 50,000, 000 
Je CanadsansNationall4+ 9 due, Atprill I) LOGi%4..402-6-.2-004eses... 72,300,000 72.300, 000 
3. Canadian National 5% due May 15, 1968...................... 55,800, 000 55, 800,000 
4, Canadian National 2% due September 15, 1969............... 70, 000, 000 70,000, 000 
5. Canadian National 22% due January 16,1971.................. 40,000, 000 40,000, 000 
6. Canadian National 53% due December 15, 1971................ 190, 561, 500 190,561, 500 
7. Canadian National 32% due February 1, 1974.................. 200, 000, 000 200, 000, 000 
8. Canadian National 22% due June 15, 1975, U.S. $6,000,000@).... 6, 486, 486 6,486, 486 
OF @anadianyNationalls9Zidue) May, l5ehO7ifes 6. seeee ees a. 84,150,000 84, 150, 000 

10. Canadian National 4% due February 1, 1981.................-- 300, 000, 000 300, 000, 000 
11. Canadian National 53% due January 1,1985................... 99, 500,000 99, 500, 000 
12. Canadian National 5% due October 1, 1987..................-- 162,750,000 162,750,000 


1,331, 547,986 1,331, 547,986 


Other outstanding guarantees and contingent liabilities— 
13. Deposits maintained by the chartered banks in the Bank of 
anal as) Pre tetera cme tee tal hd eM ee Rea Unstated 1, 020,807,448 
14. Loans made by lenders under Part IV of the National Housing 
Act, 1954, for home extensions and improvements®)........ 25,000, 000 17,341,000 
15. Insured loans made by approved lenders under the National 
ELOUSINGE NC Hal 5A heer nine conan eee a core mana ct 8, 500, 000, 000 5,321,000, 000 
16. Liability for insurance and guarantees and other commitments 


with respect to long-term financing under sections 21 and 


21A of the Export Credits Insurance Act™)................. 1,000,000, 000 51b,8203230 
17. Loans made by chartered banks under the Farm Improvement 

Tost Nee. i en Oe et ee ee 127,913, 000 68, 600, 000 
18. Loans made by chartered banks under the Veterans’ Business ; 

Ande TOfessionalpMoanspNctse ny var Ae naeeya se eee erie ele 4,000 4,000 
19. Loans made by chartered banks and credit unions under the 

Fisheries Improvement Loans Act™)..............+2--+0:: 2,700,000 325, 000 
20. Loans made by chartered banks under the Small Businesses 

TEGAN SEN CC ON Spee see oe fe sae onset: 37,316, 000 12,572,000 
21. Loans made by chartered banks and credit unions under the 

(Caieysley Sinner Donync AO Ol) wo a done bd ecoeen dennccbe 81, 995, 000 64, 392,000 
22. Notes issued by the Canadian Corporation for the 1967 World 

1B d oullonqui Koy NCW s, caren caters Gets p Oke rear e clean rine lod Cia eeehn cio lol none Unstated 37,000,000 
23. Loans made by chartered banks to the Canadian Wheat 

IBOATO. eet ite a Altcie a e es aban weno menace eee ears 398, 000, 000 34, 128,000 


7,091,489, 683 


24, Loans maintained by approved lending institutions under 


National Housing Acts prior to 1954 Act................ sae Unstated Indeterminate 
25. Guarantees to owners of returns from moderate rental housing}: : 
DUOISCES  erey sie Wen cetere tne wane. e Satan ierete hs) ine desreaasret Caen Unstated Indeterminate 


MAs at February 28, 1966. 

(2)Converted at $1.08108 Can. official parity rate. 

(3) As at March 2, 1966. 

()As at December 31, 1965. : : 

()As reported (in accordance with sec. 45, National Housing Regulations) by approved lenders at 
December 31, 1965. eee. ; 

()As at December 31, 1965. Includes contingent liability in respect of alternative payments to non- 
participating province. 

MAs at March 7, 1966. 

@)As at January 31, 1966. é ; : 

(9) Funds totalling $3,957,495 are held by Central Mortgage and Housing Corporation for the purpose 
of settling claims. In 1965 rental guarantee contracts totalled $13,876,000. 
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STATEMENT OF REVENUE FOR THE LAST FIVE FISCAL YEARS 
(in millions of dollars) 


ee ee 


a 1961-62 | 1962-63 | 1963-64 | 1964-65 eee 4) 
Tax REvENUE— 
Income tax— 
Persona ieee ee eed, oon crete ered re: (er cate 1O2d Nele4460)| lesb dal. |) 2l0ses 2,150.0 
Corporation ©) ene anc ee ee cr 1,202.0 | 1,182.8 | 1,259.0] 1,523.8 1,610.0 
On dividends, interest, etc., going abroad.... 11233 129.2 124.5 143.7 170.0 
3,107.0 3,056.6 3,248.6 Sens 3,980.0 
Excise taxes— 
Salles tac OC rnnsc 5 certs coscitee meter eals eee 759.7 806.0 946.1 | 1,204.6 1,385.0 
Other taxes— 
Satbomobilesrensc tee sor eae eae PAG} (3) (3) (3) 
Cigarettes, tobacco and cigars............. 207.6 217.8 226.9 218.3 PEMELD 
lectnigpowen expOntse ernment neers 1.0 0.5 0.1 (3) 
Jewellery, watches, ornaments, etc......... 5.6 fs) 6.4 6.9 7.9 
Matches andilighters..... 1.0.42: eee 1.1 G74 1153) 1.2 td 
Television sets, radios and phonographs... 18.4 19.9 22.0 Peels Pa fest 
(Loiletipreparations#s..60 10a ene 9.4 10.2 11.1 12.8 14.2 
WINGS ee er ho EA ate ee eee Rise! SAT 3.8 4.1 4.3 
Sundryscommodiuiess: sane cae aemeee ee on, Aleit 152 83 1.4 1.4 
Interest and penalties................--+0+- 0.7 0.5 0.8 1.2 1.6 
HL ESSPELINGS Neate een he Nee —11.0 —0.4 —0.3 —0.3 —0.4 
262.5 260. 4 278.4 269.1 295.0 
Customsiimport duties,.....--eoente eee eee 534.5 645.0 581.4 622.1 676.0 
Excise duties— 
ho} evbgll FShaantnats- Gratien Neen a Mere oadly MMe ae erate. 114.1 122 129.4 134.7 155.0 
BGOr ees «3 eget ah. 5 ne ats ee 92.7 98.2 102.9 105.4 106.0 
Cigarettes, tobacco and cigars............... 160.5 166.5 165.7 177.2 184.0 
WiGences hss ert an fio. 8 ne ee (3) (3) (3) (3) (3) 
L[eS8 TEVINGAS Ee Coc. eee eee —4.5 —4.9 —4.7 —5.9 —6.0 
862.8 881.9 893.3 411.4 489.0 
HiStaLerb as) & Viera reek ce eee ins Marte Nur en te eiy 84.6 Sypak 90.6 88.6 106.8 
Miscellaneous tax revenue...............-...00. 0.1 (3) 0.1 0.2 0.2 
Motalstax revenues. ..0 eee eee OU 2a EO ou ONl Ds DoaeD dO. 50688 6, 832.0 
Non-Tax Revenur— 
Return on investments:....+.c.-s20s+...00... 307.5 311.9 366.4 422.7 436.0 
Post office—net postal revenue................. 183.7 192.8 200.7 230.4 235.0 
Other yee eae ren dni ie ee 12752 137.0 152.6 160.4 170.0 
Total non-tax revenue............... 618.4 641.7 719.7 813.5 841.0 
Mhotalirevenuerwcntc. steer cen see er 5,729.6 | 5,878.7 | 6,253.2 | 7,180.3 7,673.0 


Ne 


© Excluding tax credit to the old age security fund— 


1965-66 

1961-62 1962-63 1963-64 1964-65 (estimated) 
Personaleimeomesxtaxseaeerecre cee eee 259.0 213.7 302.6 431.9 496.0 
Corporation income tax.................... 100.1 115.2 115.7 145.2 151.0 
SS AILOS Lek ae een ea yes Cet dae 15 an 284.9 302.2 331.8 383.2 516.0 


®) Net after deduction of refunds and drawbacks as well as transfers to the old age security fund. 
(3) Less than $50,000. 
“Includes duties levied under the Dominion Succession Duty Act. 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(in millions of dollars) 
ee 


AGRICULTURE— 

Administration and general........... 

Agricultural commodities stabilization 
account—net operating loss.......... 

Agricultural products board account— 
MEtIOPCTALINENOSSs. nem. 6 os oe oe 

Board of Grain Commissioners. . 

Farm Credit Corporation—net operat- 
INS 1OSSER Meets es anette es 

Prairie farm emergency fund—deficit. . 

Production and marketing............. 
Payments to western grain producers 

Rehabilitation and reclamation proj- 
COOLS es: Se ee aa EE sw ons Bae 


ATLANTIC DEVELOPMENT BoarD.......... 


ATOMIC!BINWR GiYeia. sire odeee a nies ais cisre-ok ae 


CANADIAN BROADCASTING CORPORATION— 
Grants in respect of the net operating 
requirements of the national broad- 
CAS INCESERVACC wry. eee eee: 
International service.././:............ 


CrenTRAL MortGaGE AnD HovusinG Cor- 
PORATIONSECE ent oe ee es tok 


OFFICE OF THE CHIEF ELECTORAL OFFICER. 


CITIZENSHIP AND IMMIGRATION— 
Administration and general........... 
Timamnienabionmeen mas ie aac eer ee 
Municipal winter works incentive pro- 


g . 
National employment SCUVACE 7 nae ee 
Technical and vocational training as- 
sistance payments to provinces...... 


Crvit SERVICE COMMISSION...........-.. 
DerreNnce PRoDUCTION— 
Defence expenditure................... 
Non-defence expenditure............... 
Economic Council oF CANADA........... 
EMERGENCY MEASURES ORGANIZATION... 
EXTERNAL AFFAIRS— 


Administration and general............ 
BUEPOr APA ee a nya op Hine Bie w+ 3 «5 ale 


FINaNcE— : 
Administration and general..... Borgo 
Assistance re storage costs of grain.... 


1961-62 


1962-63 


1963-64 


1964-65 


1965-66 
(estimated) 


218.7 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


if 1965-66 
re 1961-62 1962-63 1963-64 1964-65 | (estimated) 


Finance—Concluded 
Office of the Comptroller of the 
EU PEASUT yee emer ts: centered ee 22.0 2303 23.8 24.9 25.0 


Grants to municipalities in lieu of taxes 
on federaliproperty:.. cate... eee tat 24.7 29.2 SLED 85.0 36.9 
Grants to universities. J.8.4.......0.).8 19.4 26.3 26.8 27.3 27.8 
Municipal Development and Loan 
BOAT ee eee ass ooh ete eee 0.1 2.6 30.0 
Public service superannuation account— 
Government’s contribution.......... 46.9 Oley 54.0 55.6 58.0 
Amortization of deferred charges.... 10.0 25.46 
Fiscal, subsidy and other payments to 
PIOVINCES Me Sh. nav hate ace ce bee 541.2 275.3 254.3 358.4 473.3 
Public debt charges— 
Interest on public debt.............. 802.9 881.6 954.5 1,012.1 1,052.0 
Cost of issuing new loans and annual 
amortization of bond discounts and 
COUMMISSIONS snr eee ae ee Eee oDeO 34.6 38.2 38.2 32.0 
Servicing of public debt............. 0.8 1.6 1.0 1.0 1.0 
1,561.4 1,390.5 1,446.9 1,622.7 1,830.0 
ISH URING NW tere cc aie ee ce eee By, il 2313 Dont 25.6 35.4 
ForrstRy— 
Administration and general............ 14.8 16.2 18.5 20.7 2252 
Freight assistance and grain storage 
COSTS Sen tee Semi ashe te ak ar ote ee, ae Neh 33 14.4 ye 2 19.1 21.0 
Rehabilitation and reclamation proj- 
OCU Sere Ts os che Meat es sucae oee 1.0 152 4.6 10.0 16.0 
Sone 31.8 41.8 49.8 59.2 
GovreRNOR GENERAL AND LIEUTENANT- 
(OVMRNORSM Mee ce Fo inet aa 0.5 0.5 0.5 0.6 0.7 
InpuUstRY— ; 
Dalene eensee ok pre aerecte e eee 4.4 8.0 19.0 20.5 25.0 
INion=clefence- ai wenn, caecr en lhe ce oak oe 0.1 0.4 0.7 3.3 6.0 
4.6 8.4 19.7 23.8 31.0 
LIN SURANGHS reeen dee vae cla nema en rt ae 4 1.4 1.4 1.4 1.5 
BUSTION. .« SAGs oo eae. Sos tee 8.2 8.4 9.9 10.9 11.8 
THER ONT EEE ocrs, tenho sek soe eM ie oe cee BONG Byars} Te 24.3 24.4 
Unemployment Insurance Commis- 
sion— 
Administration and general......... 28.0 29.3 29.8 Stay 3a51 
Government’s contribution.......... 55.6 Yh 3) 59.3 62.1 65.5 
114.3 119.4 96.4 119.5 123.0 
LEGISLATION— 
House of Comimons.../Ns..2...<..-. 0. 6.2 5.9 10.1 {ileal Hilayé 
SION cel a eee ne, ty da Set 1.9 1.8 25 aT Dei 
ibibrarysoterarliamenutsos iss. ....ck.. ORS: 0.4 023 0.4 0.5 
8.4 pial 12.9 14.2 14.9 
Mines AND TECHNICAL SURVEYS— 
Administration and general............ 49.1 47.2 40.7 42.5 56.3 
Dominion Coal Board................. 19.9 20.4 20.6 23.2 23.4 
Emergency gold mining assistance..... 12.4 tg 15.0 Tbe % 14.3 
National Energy Board............... 0.4 0.5 0.6 0.7 0.9 
Water resources branch............... 2.4 ep 10.3 Ie IBS 76 
84.2 88.8 87.2 94.2 108.6 
Natronat CaprraAL CoMMISSION.......... 8.7 13.0 122 10.4 18.6 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


| 
} 


se 1961-62 1962-63 1963-64 1964-65 1965-66 
(estimated ) 


NationaL DerENCcE— 
Defence forces, army, naval and air 
SOLVICES) Sabo cn eee nie aay. creer: 1,504.3 1,435.4 1,460.6 1,369.2 1,353.4 
Defence research and development... . 40.4 41.1 46.1 54.5 73.0 
Canadian forces superannuation ac- 


count— 

Government’s contribution.......... 56.0 58.1 59.7 58.8 58.8 

Special government contribution.... 1625 
Amortization of deferred charges. . 13.4 16.8 
Mutual aid to NATO countries. . 11,1 25.0 28.9 TES 18.6 

Pensions—payments under Defence 

Services Pension Acthj eee. 7.3 1st) 7.9 8.1 9.0 
(Oi ayes Serve Me Wie 8 REE Ie | 6 ete Wale 3 7.4 UW 6.3 Gao: Teal 
| 1,626.6 1,674.3 1,686.0 1,687.8 TRoSon a 
National Bynum BosRD... | Sob es eek de jeu 5). 6 5.8 6.4 6.9 
NationaL GALLERY OF CANADA.......... 1.0 1.0 11 13 1.9 


NatioNAL HeaLtTH AND WELFARE— 
Administration and general........... 1.8 1.9 2.0 Jo se} 
Health services— 

General health grants and nespital 


COUStMICHION Oralts:. ae. -ienen toee 49.0 50.3 53.0 56.7 52.0 
Government’s contributions under 
the Hospital Insurance and Diag- 
MOSLIG OERVACES Alt: ates <coemey es 283.9 336.7 392.2 433.9 314.0 
OUDET ats eye ee Te coe 6.3 6.6 6.9 6.8 7.0 
Welfare services— 
Ramuly allowances..+/a: um asec ets os 520.8 531.6 538.3 545.8 552.0 
‘Youu allowances. te oe meer tae: 26.9 46.5 
Fitness and amateur sport payments. 0.2 ite 1.6 2.0 2.0 
Old age assistance, blind persons and 
disabled persons allowances....... 51.4 62.7 64.4 74.0 45,4 
Unemployment assistance........... 92.0 96.5 107.4 107.5 104.6 
COs ay cai te ic end ele: ara RN Sor es NF 5.4 5.9 6.9 8.4 9.8 
WiediGaliserviGes aac cut sao. eae. 28.1 28.9 30.6 32.5 37.5 
Hood and arue services....w.-.. +22 d- me 2.5 Baie 3.4 4.3 List 
1,041.4 il Is (6) 1,,206..,7 1 je0tad TT Sine 
NatronaL RESEARCH COUNCIL, INCLUDING 
THE MppicaL RESEARCH COUNCIL...... 38.8 40.6 47.3 56.6 74.1 
NADTONAD EI VEN UE. 00s nse. naiee coe 1568 78.6 83.0 86.9 95.2 
NortTHERN AFFAIRS AND NATIONAL Rz- 
SOURCES— 
Administration and general............ 62.2 69.2 58.5 62.6 lesa 
Shave esha watch dey ot Re enone re Ge, 6 Geemaeeene ee 50.4 51.0 55.6 64.8 81.5 
119.6 120.2 dit teel 127.4 168.2 
Post ORmiCuy  wrere. ee < eran aacke tes 185.0 189.4 206.9 210.5 239.2 
Privy Councm, INCLUDING PRIME 
IMINTSTOR IS OMMICE. soph: unc: ce eden = 6.8 one 6.1 8.2 9.1 
Pusiic ARCHIVES AND NATIonaL LIBRARY 1.0 feed le! ie 8 1.9 
Pusiic PRINTING AND STATIONERY— 
PIDILGADYOUS: sete. «cite a carmen creel 1.9 2.0 22 27 3.0 
Pusiic WorKs— 
Administration and general........... 15.0 15: 7 15.6 30.2 34.6 
Accommodation services. eesti, 81.4 71.6 74.3 87.4 108.7 
Harbours and rivers ‘engineer ing ser vices 35.8 29.4 23.6 30.3 36.1 
Trans-Canada highway contributions. - 41.6 33.0 41.3 76.1 80.0 
174.8 149.7 154.8 224.0 259.4 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 


FOR THE LAST FIVE FISCAL YEARS—Concluded 


(in millions of dollars) 


1965-66 
—— 1961-62 1962-63 1963-64 1964-65 (estimated) 
OrFIcE OF THE REPRESENTATION Com- 

MISSIONERE Meastiseris. widths dee bee. ee Q) 0.2 0.8 
Royayt CANADIAN Mountep Potice...... 60.5 65.4 66.9 76.2 82.0 
SECRETARY OFSTATWN. 2.55) see. c. os nde Bee 4.8 7.6 21.9 25.8 
Soricrror GENERAL— 

Correctional services.................. 23.9 Dono 27.9 39.0 57.3 
TRADE AND CoMMERCE— 

Administration and general........... 14.3 14.0 15.0 16.8 19.6 

Canadian government travel bureau... 3.0 3.4 3.9 4.9 6.4 

Canadian Corporation for the 1967 

Worldt Exhibitions een... ee 0.3 ihe) 19.5 5.0 
Dominion Bureau of Statistics......... 24.6 11.9 12S 13.5 15.8 
41.9 29.6 82.4 54.7 46.8 

TRANSPORT— 

Administration and general........... 5.8 5.9 4.7 7.0 6.3 

AIT ServiCese amici. ee ce Se 150.0 136.9 121 131.4 141.2 

Canadian Maritime Commission...... 10.2 31.0 49.8 40.6 49.8 

Marine semvicesan.0 hei css Rae 48.6 57.8 64.1 64.5 87.2 

Non-active assets— 

National Harbours Board........... 4.9 One 0.3 we 5.1 

Railways and steamships............. 4.6 14.6 30.2 35.4 40.4 

Maritime Freight Rates Act........ TE? 12.9 13.4 14.7 15.3 
Deficits— 
Canadian National Railways...... 67.3 48.9 43.0 38.7 33.4 
Newfoundland ferry and terminals Hoes 8.2 8.6 11.1 12.7 
Prince Edward Island car ferry and 4 
Lerman a Signe eae eats es 3.0 S196) Stn 4.0 Aret 
Yarmouth—Bar Harbour ferry 
SCY VACG Nt ent Lede ny, ol RC 0.1 0.2 OF2: 0.1 
Board of Transport Commissioners. ... les 1.3 1.4 15, 1.6 
Freight Rates Reduction Act....... 19.0 20.6 
Payments to railways for the main- 
tenance of the rates of freight traffic 50.0 50.0 68.1 68.7 95.2 
Maintenance of trackage............. 7.0 7.0 7.0 7.0 7.0 
Contributions to the railway grade 
CROSS OTfUN Cl seen eee eee 10.0 5.8 Oeil ei 14.0 
Air Canada—deficit................. 6.5 ono 

Canals and works entrusted to The St. 

Lawrence Seaway Authority...... 2.6 2.9 3.0 29.0 10.5 
410.4 416.0 428.3 466.4 623.8 
VETERANS AFFAIRS— 

Administration and general............ 10.4 10.3 10.0 10.5 TON 

CnSiOns) een oy eee) aes 177.9 175.9 173.2 180.3 185.5 

Provision for reserve for conditional 

benchitsye net ae eee eee Bt ashe 38) sell 3.0 

Soldier settlement and veterans land 

ACES Ryn. castareie’s ARE io te eee 4.6 4.6 4.5 4.5 4.6 

Treatment services............:...... 47.0 45.3 45.5 46.4 50.1 
Welfare services, allowances and other 

benetitspeer shin eh ow oe ee 89.1 95.4 96.4 106.8 116.1 

332.3 8384.7 832.8 861.6 870.0 

Motal Hxpenditures-..9.......0.- 6,520.6 6,570.3 6,872.4 7,218.3 7,707.0 


Where transfers have taken place durin 
rangement and Transfer of Duties Act, necessitatin 
have been made in 1964-65, but not in prior years. 


Less than $50,000. 


g¢ the current fiscal year, pursuant to the Public Services Rear- 


g the transfer of part votes, such changes as required 
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST FIVE 


FISCAL YEARS 
(in millions of dollars) 


——— 62 = 1965-66 
1961-62 | 1962-63 | 1963-64 | 1964-65 (estimated) 
Loans to, and investments in, Crown corpora- 
Pes 

Hep aN CL rawtt apeden te gerne oA eaves kerccxoh auto eames esse 0.2 —0.4 0.4 —1.4 Pas 
Atomic Energy of Canada Limited............ 4.9 —12.5 0.4 12.0 fee 
Canadian Arsenals Limited..................-- =D 
Canadian Broadcasting Corporation........... 14.3 14.0 
Canadian Commercial Corporation............ 3.0 —0.5 —4.0 —2.0 4,0 
Canadian Corporation for the 1967 World Ex- 

no UL OMS samyels rar beraerees cs abs try on vans Aes, oceaeige 37.0 
Canadian National Railways............-..0. G2. 2 274.7 —28.8 24.7 58.7 
Canadian National (West Indigs) Steamships 

ETC) Sa ere tne «chs oagne ie sok alhcaewaet —0.7 —0.6 
Canadian Overseas Telecommunication Corpo- 

TALON GE 4: CEREUS TER P eouct oo sy aier cess eto cs, Senay oS 6.2 11.4 6.2 —0.4 2.7 
Central Mortgage and Housing ornonaen 190.3 101.8 emo 22M di 300.0 
Farm Credit Corporation. . uae na 54.2 59.0 69.9 102.4 150.0 
National Capital Commission. eS ey Se E 6.2 9.4 Jeu 6.9 10.3 
National ialanbourseboardin...-anee sepa cee 6.0 13.8 Ono ile 3.7 
Northern Canada Power Commission......... —0.3 dee 3.4 5.4 2.9 
Northern Ontario Pipe Line Crown Corporation —4.7 —8.4 —110.6 
The St. Lawrence Seaway Authority.......... (28.3 (022.7 24.9 | M—6.5 (25.6 
(OXs tee Bee coe ooo ene Sine e omniae apes Sc —0.1 

365.8 463.2 92.7 878.7 620.7 
Loans to national governments— 
United Kingdom— 
The United Kingdom Financial Agreement 
NGO PLOAG goteeete Ppeat ei nee si Tere = Sila ae: —17.1 —17.5 —17.8 )19.6 @)19,2 
Export Credit Insurance Act............000000: —15.3 | —105.9 —2.3 —2.3 —2.3 
Export Credits Insurance Corporation, sec. 21A Dre 19.6 23.4 33.4 39.0 
Special loans to Colombo plan countries to fi- 

nance the purchase of wheat and flour from 

Ganad ate ree ees fiche an eeamee he cee mee —5.0 —5.0 —5.0 —5.0 —4,5 
Loan to India for the purchase in Canada of air- 

gret, and associated spare parts and equip- 

TV CLUG Re Sec cee Meier oe foie oct cee Ye ar tes vars 10.0 —1.4 —2.1 
el loan assistance—developing countries. . 6.1 
(Gye. eee eee ob BG ae Site oem ae aie eens —1.0 —0.6 

—83.1 —109.4 8.3 44.8 55.4 
Other loans and investments— 
Subscriptions to capital of, working capital ad- 
vances and loans to, ‘international organi- 
zations— 
Canada’s subscription to capital of— 
International monetary fund............... 21.0 12.6 
International bank for reconstruction and 
GevelOpmentnnwee acs cei R rei rt: 6.8 
International development association..... 7.9 8.5 7.9 7.9 15.0 
Working capital advances and loans to inter- 
NavlonaloOreaniZavlOBS.. waaeceaer «see ve —0.1 6.2 0.2 —0.2 
Loans to provincial governments. . Be ects —0.5 5.8 —0.5 —4.8 22.7 
Municipal development and loan board......... 7.6 109.8 
Provincial tax collection agreements—advances 11835 —2.7 —10.4 
Balances receivable under “agreements of sale of 

(Girone oosasa wl ocee wee onws see caoOnS —1.5 —2.3 —2.3 —1.8 —1.8 
Housing projects for Canadian forces........... 1.9 6.1 5.4 2.5 0.5 
OMG NaS SOU TAVIING Soon oungoniaad sHac 0 doK oF —17.3 41.7 58.3 —75.0 —25.0 
Unemployment Insurance Commission......... —67.0 
Oy Vn eee Ronen Oot do RIN OU ODO a DEEDS 7 o 20 —0.3 —0.2 ie 7.6 

—63.1 98.2 66.1 —72.7 128.8 
Net total of changes in loans and investments... 279.6 452.0 167.1 350.3 804.9 


nee aE IE SnEE EE nnn EEE 


(Includes deferred interest. 
(2) Deferred interest. 
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UNMATURED DEBT INCLUDING TREASURY B 


AND THE ANNUAL INTEREST THE 


ILLS AS AT MARCH 31, 1966 


REON (estimated) 


—— Date of Rate Amount of Annual 
maturity per cent loan interest 
$ $ 
Payable in Canada— 
Toan ots OG5cer cute cae cane Cee CT 16) 1966 May 1 34 325,000,000 | 11,375,000 
INinthievactory, losndeer...- nse ee onene 12 7 Sept. 1 3 245, 202, 200 7,356, 066 
WoaniOl LOGO aes er ee hr er Pie ee ne CT 20 Sept. 1 32 205, 000, 000 7,687,500 
Canada savings bonds 1954............. Ss INGyieG il oe ()23, 320, 700 757 , 923 
HEOAMLOL LOGI tes, . Ra pene ie mee AT 6 Dec. 15 44 175,000, 000 7,875,000 
Moan ors9b3rand 1 064s een een tee Cie Dec. 15 4s 125, 000, 000 5, 625,000 
ORM OL AOG SMe... Pane aev eet CT 22 Dec. 15 4 150,000, 000 6,000, 000 
TOBmtOt LOGO Memes tcc ne sere eee hae CT 25] 1967 Apr. 1 4 170,000, 000 6, 800, 000 
eoamiot 10 Givandel963. pen. ocean noe AT 9 June 1 44 275,000,000 | 11,687,500 
oantolaOGa nearness ee nee CT 18 June 1 42 50,000, 000 2,125,000 
Moan sOMOCQ Res, «Pearse: een AT 12 Oct 1 32 100, 000, 000 3,750,000 
Ihoanoh9G4sand 1965.4... 00..bee- 00. CT 14 Oct. 1 33 250, 000, 000 9,375,000 
Canada savings bonds 1955.............9 10 INOVe nl 3t (22,538, 600 732,504 
boa OL MOG2PWa tet tthe as. eens = AT 11) 1968 Jan 15 42 250,000,000 | 10,625,000 
WooemtolelOGa mayer s\teree.- sia ee ee eee CT 8 Jan 15 42 130, 000, 000 5,525,000 
Refunding loan 1950...5....ce-eeses.. Peang June 15 23 308, 581, 000 8,485, 978 
oamol1Gosrancet G04 cnr) em eee Car & Oct. 1 5 441,000,000 | 22,050,000 
Canada savings bonds 1959............. ey) le Nov. 1 5 851,797,350 | 42,589,867 
Loan 7OLWOCO ek tn. Seton cater. T 39] 1969 Apr. 1 54 80, 000, 000 4,400, 000 
Wcoan OU L9G ome ss oe ce ee hi: eee: CL 23 Apr 1 54 100, 000, 000 5, 500, 000 
MOAN OL MOG 2 rs .)..c Meee eon ee AT 16 Apr 1 54 100, 000, 000 5, 500, 000 
Canada savings bonds 1956............. Ss) kil May 1 4 41,105, 600 1,644, 224 
Iban OLA GEER Ok ae on ete eeet Crt July 1 5 325,000,000 | 16,250,000 
WuoanOrdQGQhe As: . aetnen Reh meres - AT 13 Oct 1 o> 80, 000, 000 4,400,000 
Loam of W9Gates 3.x kao een eee cs CT 21 Oct. 1 54 145,000, 000 7,975,000 
WWosmrO isl S Shee wee oper tsk tons Weare ees T 24) 1970 May 1 34 200, 000, 000 7,000, 000 
Loan ofiochitand 1966:he ok, beets. CT 19 July 1 5 175,000, 000 8,750,000 
Canada savings bonds 1957............. Se Nov. 1 42 336,301,350 | 15,974,314 
Canada savings bonds 1960............. S15 Nov 1 5 (375,117,950 | 18,755,897 
TV OREOL MO OLA: bom yee, Cesar eee CT 15) 1971 June 1 5 350,000,000 | 17,500,000 
Canada savings bonds 1961...;.........9 16 Nov. 1 43 293,177,450 | 13,192,985 
Conversiontloan 19589s0e ee T 28) 1972 Sept il 42 1, 267,203,100 | 53,856,132 
TGaniol 19 Gtr: chert ae eee eee CT 17} 1973 Oct 1 5 275,000,000 | 13,750,000 
Canada savings bonds 1958...,......... S 3 Nov. 1 44 (190, 017, 600 3,825, 748 
Canada savings bonds 1964...,.........8 19] 1974 Nov. 1 43 851,848,550 | 38,333,185 
Me OBNLOL LOSES cer tare ees, moore med T 36) 1975 Oct 1 53 310,361,000 | 17,069,855 
Moaniot WOG5 Roane neta Meueee ory Bape ter GT 24 Oct. 1 53 50,000, 000 2,750, 000 
Canada savings bonds 1963............. Se a8 Nov. 1 5 818,813,300 | 40,940,665 
Loan Of 4 960% ce acy eee ok ee ee ns T 38} 1976 Apr. il 53 436,198,000 | 23,990,890 
oanolal O54 oe...) > pan | Men ene eit fee Ct June 1 3+ 247, 046, 500 8,029,011 
Canada savings bonds 1962............. my ola INOW an 5 1,174, 623,450 | 58,731,173 
Canada savings bonds 1965............. S 20] 1977 Nov 1 43 878,484,750 | 39,536,314 
HoanroiLossvand 1958) .56.5. sae cee Te 5) 1978) Jan 15 3a 207,911,500 7,796,681 
Toa Of OoA mam cori: kept oe caelemee T 13] 1979 Oct 1 On 343,246,500 | 11,155,511 
TLORMUGi LOGQ.. Seas awe aN aie AT 14! 1980 Aug 1 53 120,000,000 6,600, 000 
HOaniOh 196 Gaaccete tn mere ah cet ake CT 26 Aug. 1 53 80, 000, 000 4,400,000 
Conversion loan 1958)........00-+.0.:.. T 29] 1983 Sept. 1 43 1,992,679,450 | 89,670,575 
MOantOL MOGI MA je. Ais cs arc eet aes AT 21] 1988 June 1 5 100,000, 000 5,000,000 
ME OAMKOLAMO GA Weenie ee oe ie ory CT 9 June 1 5 50, 000, 000 2,500, 000 
Moanrol L964 m...a. 0 meee aie aos CT 12) 1990 May 1 54 225,000,000 | 11,812,500 
Conwversion’toan 1956, t2.s.5..4oeeeee T 15) 1998 Mar. 15 3H 197,045,000 7,389, 188 
oamtolMlOsGieeras Ben. co eee eee P 1} Perpetual 3 55,000,000 1,650,000 
Three-month treasury bills................... @)4 99 1,370,000,000 | 49,594,000 
Six-month treasury, bills,,...4.020........1.5 5.15 780,000,000 | 29,094,000 
Special non-marketable bonds (U.I.C.)....... 48 3,000, 000 138,750 
Special non-marketable bonds (U.1.C.)....... 45 80, 500, 000 3, 622, 500 
Special non-marketable bonds (U.I.C.)....... 4f 63, 500, 000 3,095, 625 
18,765, 620,900 | 831,597,061 
Payable in New York— 

fuiGan-O8 TO4Ors Hoe een. ae eee 1974 Sept. 1 2 365,087,502 1,789, 906 
Tioam"of L960 4225, 0.Re oe ies de ie: Fea 1975 Sept. 15 23 (3)41, 047, 527 1,128,807 
OSTOL O62 02 eect. eee eee beeen ee ee 1987 Oct. 15 5 (3264, 864,600 | 13,243,230 
370,999,629 | 16,161,943 

19, 136,620,529 | 847,759,004 


The interest shown is a projection for one ye 


March 31, 1966. Where various rates of interes 
effect at March 31, 1966 has been used. 
Estimated. 
©) Rate of discount at tender on March ie, 


ar at the annual rates on principal amounts outstanding at 


t are applicable during the term of a loan the interest rate in 


1966. 


‘) Conversion rate $1 U.S. =$1.08108 Canadian. 
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